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RECIPROCITY WITH CANADA" 


The Canadian reciprocity agreement, providing for free 
trade in agricultural products of the two countries and a corre- 
sponding reduction of duty on al! secondary food products and 
for a considerable reduction in a number of manufactured 
goods, passed the House of Representatives in April last, was 
referred by the Senate to its Committee on Finance, and there 
has been under consideration by the committee for a number of 
weeks. Witnesses in favor of and against the passage of the bill 
embodying the agreement have been heard at considerable length, 
and we now hope that the bill will be brought before the Senate, 
possibly without recommendation, some time during the coming 
week. 

The agreement had been suggested in the necessary confer- 
ences held with the representatives of Canada over the ques- 
tion of the application of the maximum and minimum clause 
of the Payne tariff bill to Canadian importations into this 
country; and in the course of the adjustment of that question, 
in which, by reason of certain Canadian concessions on exports 
of the United States into Canada, we were able to apply the 
minimum tariff to Canadian imports, it seemed mutually profit- 
able to extend the consideration of the tariffs of the two coun- 
tries, already begun, to the point of a complete reciprocity agree- 
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ment. Commissioners who had expert knowledge of the subject 
were appointed, and after investigations and study and confer- 
ences that covered an entire year, an agreement was finally 
reached, which has been embodied in the bill which has passed 
the House, and is pending in the Senate. 

The cordial approval throughout the country which the pro- 
posed agreement received when it was sent to the Senate, sur- 
prised even those who were responsible for its making, and 
I am confident that further consideration of the treaty since 
its submission to Congress in January last has only confirmed 
the popular judgment in favor of its adoption into law. 

The treaty is pending in Washington, and the decision must 
be made in the Senate of the United States. The question 
naturally arises why I should come out from Washington to 
Chicago—a matter of a thousand miles—to speak on an issue 
like this when the persons to be reached are so much nearer 
my usual place of residence. The bill will pass, if it passes at 
all, because of the force of public opinion in its favor. 

The agreement has been criticized because it was framed as 
a completed document by the State Department, without con- 
sultation with Members of the House or the Senate, and we of 
the administration have been subjected to many attacks on this 
ground. The subject-matter of the treaty, however, was of such 
a character—it covered so many different items—that if con- 
ferences had been sought in respect to those items, the individual 
objections by senators and representatives would have been so 
many that we could never have reached an agreement at all. 
One of the great objections to the old method of framing a 
tariff bill was that in order to secure its passage every district 
had to be given something in the bill in the way of protection, 
whether it needed it or not, for the purpose of appeasing the 
representative of that district and securing his support. This 
method was obviously calculated to produce a bill drawn not 
with a view to the protection of those industries that really 
needed protection, but for many industries that did not need 
it at all. Hence the proposition has been made, and has re- 
ceived the general approval, that the various schedules of the 
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tariff should be considered separately, and that the amount of 
protection to be furnished to a particular product should be 
determined on its merits with reference to the cost of its pro- 
duction at home and abroad. Now, the Canadian reciprocity 
agreement in a little different way involves in its consideration 
the same principle. It calls for approval of it as a unit, without 
regard to the necessity for tariff revision, if there be such neces- 
sity, in respect to other schedules of the tariff not affected or 
touched by it. 

I venture to think that there is much less real opposition to 
reciprocity than has been represented in Washington for the 
purpose of influencing votes in both Houses. I am very hope- 
ful that the bill will pass the Senate, and when it does pass and 
has been agreed upon by the Canadian Parliament its actual 
operation will be so beneficial to both countries that the argu- 
ments against its adoption will be forgotten or will only be 
remembered as exaggerated instances of perverted imagination. 
I say this because I have examined the arguments and compared 
them with the actual statistics, and also because of similar ex- 
periences that the American people have had in respect to the 
adoption of partial reciprocity with Cuba and of complete reci- 
procity with Porto Rico and the Philippines. 

Under reciprocity with Cuba, which reduced the duties on 
each side 20 per cent, our trade with that country has doubled. 
Under complete reciprocity or free trade with Porto Rico our 
trade with that island has increased nearly 15 times; under 
reciprocal relations with the Philippine Islands our mutual trade 
has nearly doubled in less than a year; and yet, in the case of 
each of these changes, there was vehement discussion, bitter 
opposition, and wild prophecies of disastrous results. 

For ten years I engaged in the struggle for Philippine free 
trade, and for ten years I was regarded as the enemy of the 
agricultural interests of this country engaged in the raising of 
beet and cane sugar, and yet, since the adoption of the Payne 
tariff bill, which extended free trade to the Philippines, I have 
not heard a single complaint as to the effect of that feature of 
the Payne tariff bill. 
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A careful analysis of the arguments pro and con over the 
Canadian reciprocity agreement will convince any fair-minded 
economist who is well informed as to conditions in both coun- 
tries that six months after the agreement is adopted there will 
be no complaint from any quarter. 

From what source does this opposition proceed? In the first 
place, it comes from two classes of the business interests of 
the country, those who own and control the lumber supply of 
the United States, and those who are engaged in the manufac- 
ture of print paper, and of whom the largest manufacturers 
own much of the spruce-wood supply of the United States from 
which print paper is made. And the second class opposed to 
the treaty are those who claim to represent the farmers and 
agricultural interests of the country. 

In the consideration of these three classes of opponents to 
the treaty, I should premise that one of the great objects of the 
treaty, one of the great reasons for its making and submission 
to Congress, was the conservation of our natural resources. It 
is perfectly evident from the statistics that our general lumber 
supply and our supply of spruce wood for paper making are 
being rapidly exhausted, and that the effect of the diminution 
of supply and the increase of demand is to put too high a price 
upon the rough lumber and wood pulp. Under the Payne tariff 
bill rough lumber is dutiable at $1.25. Under the reciprocity 
agreement that duty is removed. I submit that, as lumber is 
essential to all classes, farmers and merchants, as the price has 
gone far beyond what it ever was in the past, and as our supply 
is being exhausted, we ought, when we can, to enlarge the 
sources from which our people may secure it at reasonable 
prices. The report of the Chief of the Bureau of Corporations 
shows that the control of lumber in the United States is in com- 
paratively few hands, and that they are so friendly to each other 
that the possibility of a monopoly is neither remote nor im- 
probable, unless we bring to the markets of the United States 
the relatively inexhaustible supply to be found in Canada. 

Second, as to print paper. The Tariff Board has made a 
most exhaustive examination of the comparative cost of pro- 
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duction of print paper in the United States and in Canada. 
Indeed, the report is so complete as to vindicate the judgment 
of those who proposed the use of a board for the purpose of 
determining the difference in the cost of articles at home and 
abroad with a view to assisting the Congress in a rational re- 
adjustment of the tariffs. This report shows that the mills 
best situated in the United States, with the best machinery, can 
manufacture print paper at a slightly less cost than the mills 
best situated in Canada; that the Canadian mills, on an average, 
have newer machinery than the American mills; that there are 
quite a number of American mills that use old machinery and, 
therefore, do not conduct their business on economical lines; 
that the average cost of production in all the mills of the United 
States, including the poorest mills, is about $5 more a ton than 
the cost of production in Canada, with its newer mills, and 
that this $5 is just about the difference between the cost of pulp 
wood in the United States and the cost of pulp wood in Canada. 
It seems fairly reasonable to suppose, too, that the pulp wood, 
which only grows north of the forty-fifth degree of latitude, 
will be exhausted in the United States or remain in the control 
of a few persons, because of the drain of the American mills. 

It is of the highest importance, therefore, not only to the 
consumers, but to the manufacturers of print paper, in order 
that they may secure their raw material at a reasonable price, 
to secure a letting down of the bars in Canada for the exporta- 
tion of pulp wood. The provinces of Canada have control 
over the crown lands, in which nine-tenths of the pulp wood is 
grown, and they have imposed restrictions and export duties 
of various kinds upon the pulp wood in the crown lands, in 
order to prevent the export of the wood except in the form of 
paper. The agreement provides that whenever the Canadian 
provinces remove all restrictions upon the exportation of pulp 
wood, then Canada will permit American paper to come in free 
into Canada, and the United States will permit Canadian paper 
to come in free into the United States. This exact agreement 
is not embodied in the bill as recommended to the House by 
the Ways and Means Committee and as passed by the House. 
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Instead, in order to induce the Canadian provinces, over whom 
the Dominion can exercise no control, to lift the restrictions 
upon the exportation of their pulp wood, it is provided that when 
paper is made in Canada from wood grown on land not under 
export restrictions the paper may come into the United States 
free; and it is hoped that the difference of $5.75 between the 
duty on paper from restricted wood and no duty on paper made 
from unrestricted wood will induce the provinces to lift their 
restrictions. It seems to me that this is treating the paper manu- 
facturers of the United States fairly. It is a provision calcu- 
lated to secure to them a source of supply where they can get 
their wood at $5 less a ton than in this country, with the disad- 
vantage of a small competition of paper made in Canada from 
Canadian wood upon which there is no restriction. It is a pro- 
vision looking far into the future, and which we all hope may 
create a condition of absolutely free trade in paper and its 
materials, a condition that some candid and sagacious paper 
manufacturers will admit is the best thing for the industry, as 
it certainly is for the consumers. 

The third class of opponents to the bill are those who claim 
vociferously to represent the whole farming industry of the 
United States. This of course is a much more formidable op- 
position than the special interests, to which I have referred, and 
it is but natural that these special interests should be found 
co-operating with those who claim to represent the farming 
interest in arousing the farmers to the horrors and disasters 
that are to follow reciprocity. 

The employment of a New York City firm, skilled in send- 
ing circulars, is not the subject of proper criticism, provided 
the statements made in the circulars are reasonable and well 
founded. The significance of the fact that this same New York 
firm is looking for financial assistance in the campaign they are 
carrying on in behalf of farmers against reciprocity, not only 
to the Grange, but also to gentlemen interested in lumber, in 
the manufacture of print paper, and in other manufactures, 
cannot escape the attention of the public. 

How is the farmer to be affected by Canadian reciprocity and 
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free trade in agricultural products? Canada is so far north 
that her agricultural products are practically limited to wheat, 
rye, barley, oats, potatoes, live cattle, horses, and dairy products. 
She cannot and does not raise fnore than one-sixth of 1 per cent 
of the corn crop of the United States. She raises no cotton; 
she raises but few vegetables; she raises but few hogs, because 
she has not the corn to feed them with; she is at present a great 
importer of all fruits, citrus and otherwise, from the United 
States; she imports a large amount of cotton-seed oil, which 
by the Canadian reciprocity treaty is now made free; she can- 
not fatten cattle as they are fattened in the United States, and 
therefore it has become very profitable for American farmers 
to import young cattle from Canada even with the duty on them 
and to fatten them for the Chicago market. The United States 
exports to Canada a great many more horses than she imports 
from the Canadians. She sends to Canada a much larger amount 
of potatoes than she receives from her. The United States 
exports to Canada about 15 times as much of meat and dairy 
products as Canada exports to the United States. 

The only real importation of agricultural products that we 
may expect from Canada of any considerable amount will con- 
sist of wheat, barley, rye, and oats. The world price of these 
four cereals is fixed abroad, where the surplus from the produ- 
cing countries is disposed of, and is little affected by the place 
from which the supply is derived. Canadian wheat nets per- 
haps 10 cents less a bushel to the producer than wheat grown 
in the Dakotas or in Minnesota, due to the fact that the cost of 
exporting that wheat and warehousing it and transporting it to 
Liverpool is considerably greater than the cost to the Dakota 
farmer of disposing of his wheat to the millers of Minneapolis 
or sending it abroad. If, now, the duty is to be taken off of 
wheat and the Canadian wheat can come to the millers of Minne- 
apolis and other places, it can and will be made into flour, be- 
cause the capacity of the American mills is 33 per cent greater 
than is needed to mill the wheat of this country. Canadian wheat 
can be imported and ground into flour without materially re- 
ducing the demand for or price of American wheat, and the 
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surplus will be sent abroad as flour. The price of Canadian 
wheat will doubtless be increased a few cents by access to the 
market nearer at hand, but the access to the market nearer at 
hand will not reduce the price of wheat to the American farmer, 
for the reasons stated. 

A very material benefit to all the farmers of the country, 
especially the stock and cattle raisers and the dairy farmers, 
will be the by-products of bran and shorts from the flour mills 
likely to follow the free export of wheat from Canada to those 
mills. These by-products are now so scarce and so high priced 
that many farmers are unable to procure them. 

What is true of wheat is true of the other cereals. The trade 
between Canada and the United States cannot but increase 
the sale of agricultural products across the border both ways 
to nearer markets than they now reach in many instances. The 
trade will be beneficial to both the seller and the buyer. It will 
not, in my judgment, reduce the price of wheat or other farming 
products for our people in any marked way. It will, however, 
by enlarging the source of supply, prevent undue fluctuations, 
and it will and ought to prevent an exorbitant increase in the 
prices of farm products, which, as they have been for the last 
three or four years, have inured greatly to the profit of all 
engaged in agriculture. 

I have been attacked on the floor of the house and elsewhere 
as occupying an inconsistent position. It has been said that 
I have urged the reciprocity agreement with the idea of lower- 
ing the cost of living on the one hand, and then have asserted 
that the farmers would not be injured by reduction in the price 
at which they sell their products on the other hand. It is asked, 
Is it possible to reduce the cost of living on the one hand, and 
maintain the present prices of farm products on the other? My 
own impression is that the cost of farm products is determined 
by the world’s supply and not by local conditions, of tariff or 
otherwise, and that as long as the movement toward manufac- 
turing and away from the farms continues and the supply of 
farm laborers is reduced a continuance of high prices for farm 
products is inevitable. But I do think that reciprocity will en- 
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large the reservoir or the supply of farm products for our 
people, and thus prevent undue enhancement of prices beyond 
the present standard. If this be the case, then neither the 
farmer will be injured nor will prices increase. The argument 
is made, however, that to give free trade to the Canadian 
farmer in farm products so as to permit him to enjoy the mar- 
kets of the United States is to give him an advantage over our 
own farmers, who, living behind a high-tariff wall, have to pay a 
great deal more for the cost of living than do Canadian farmers 
whose protective system is not so prohibitive. With respect to 
this argument, all I have to say is that it is not true. The aver- 
age cost of living in the United States is not higher than it is 
in Canada. This is conclusively shown by two facts—first, that, 
in spite of the preference given to English products imported 
into Canada, the duty being 33% per cent less than that imposed 
on goods from other countries, the United States imports into 
Canada $225,000,000 of goods of the widest variety of manu- 
factures, all of them entering into the cost of living, while 
Canada, with the preference in favor of England, imports from 
England goods to the value of only $93,000,000. In other words, 
despite the protective tariff maintained by Canada against the 
United States, yet Canada, in the matter of articles entering into 
the cost of living of her people, buys two and one-half times as 
much from the United States as she does from England. 

Again, in our negotiations over this Canadian reciprocity 
treaty, I directed our commissioners to secure as great a cut in 
the duties on manufactures in Canada as they could, but they 
were unable to secure any more than appears in this treaty, for 
the reason that Canada would not expose her manufacturers 
to the competition of American manufacturers, which is a very 
conclusive proof that the manufactured products that enter into 
the cost of living are higher in Canada than they are in the 
United States. Otherwise they would not fear the competition 
of American manufacturers. 

But it is said that the farm land in Ohio, Indiana, Illinois, 
Iowa, Wisconsin, and other states is much more valuable than 
the land in Manitoba, Saskatchewan, Assiniboia, and Alberta, 
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the four great northwestern provinces of Canada, and that to 
give Canadian farmers free entry of products raised on cheaper 
lands will be certain to lower farm lands in value in this 
country. Nothing could be farther from the fact. The Cana- 
dian lands are farther removed from the Minneapolis and Chi- 
cago markets than the lands of Minnesota, Wisconsin, Iowa, 
or Illinois, and proximity to market is a most important ele- 
ment in the value of farm land. Then the natural change in 
farming in this country is from the raising of grain and other 
cereals for export to the raising of grain for farm consumption 
and development of the secondary products in the form of 
cattle and hogs. The live cattle are bought and fattened. The 
hogs are raised and fed. Jt is farming of this kind that ex- 
plains the high value of farm lands in Illinois and Iowa and 
other states. In 1900 the farm-land value in North Dakota was 
$11.15 an acre; in South Dakota, $9.92; in Kansas, $12.17; in 
Nebraska, $16.27. At the same time the value of farm land in 
Iowa was $36.35; in Illinois, $46.17; in Indiana, $31.61; in 
Michigan, $24.12; in Wisconsin, $26.71; and in Minnesota, 
$21.31. If the argument as to the disastrous effect of admitting 
the crops of the Canadian Northwest to our markets upon the 
values of our farm land is correct, then the opening of lands in 
Kansas, Nebraska, and the two Dakotas in the two decades 
from 1890 to 1910 should have had a similar effect upon the 
land of the older states. Now, what was the fact? What was 
the effect upon the farm lands of the older states of the compe- 
tition of these newer states? The land in the older states 
became more devoted to corn and cattle and hogs, while the 
wheat and other cereals were left to the new lands. The effect 
was that the values of the land in the older farming states were 
in most cases more than doubled, and the census reports of 
1910 show the average farm values by the acre in Illinois to be 
$95; in Iowa, $83; in Indiana, $62; in Michigan, $31; in Wis- 
consin, $43; and in Minnesota, $37. The Yearbook of Canada 
shows the average farm values by the acre in the provinces of 
Manitoba, Saskatchewan, and Alberta to be $28.94, $21.54, and 

20.46, respectively, in 1909. The difference in the value of the 
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acre between Manitoba and Minnesota is but little more than $8, 
while the difference between Minnesota and Wisconsin is $6, 
between Wisconsin and Illinois is $52, between Wisconsin and 
Iowa is $40, and between Michigan and Indiana is $31. These 
figures show incontestably that the fear of a reduction in farm- 
land values of this country by letting in Canada’s products is 
wholly unfounded. 

I always feel an impatience, perhaps an unreasonable one, in 
having to argue the question of schedules with reference to the 
advantage of the reciprocity agreement with Canada, because 
it seems to me that the reasons for adopting it are deeper and 
wider than are to be found in comparison of percentages and 
rates with respect to special localities and special businesses. 
The general conditions are these: We have a people number- 
ing 90,000,000, occupying the best part of the North American 
continent, with the widest variety of products and with an 
unexcelled fertility of soil. To the north of us are a people just 
like ourselves, in descent, in wealth per capita, in education, in 
traditions, in ambitions and aspirations. They have a country 
nearly equal to ours in area, not so fertile generally, and cer- 
tainly not so rich in the wide variety of agricultural products. 
There are 7,000,000 of people. With them we have a trade of 
$325,000,000 a year. We export to them $225,000,000 a year. 
If we deduct from our exports to Germany, which is nearly nine 
times as populous as Canada, the value of cotton and the copper 
that we send there, it will be found that we export more of 
our manufactures and agricultural products to Canada than 
we do to Germany and that England is the only foreign cus- 
tomer we have that takes more of our goods than this com- 
paratively small population of Canada. If that be true, and 
Canada continues to grow, what may we expect to sell her if 
we reduce the tariff wall, introduce as near as we can free 
trade, and she increases her population from 7,000,000 to 30,- 
000,000? Shall we not be flying in the face of Providence to 
maintain a wall between us and such a profitable market as she 
will furnish us? The conditions between Canada and the 
United States are the same in point of labor cost, in point of the 
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cost of living, in point of the general conditions prevailing in 
both countries. If either country has the advantage the United 
States has it, and yet for both the opening of the markets of 
each to the other is certain to introduce a measure of prosperity 
that we have never seen equaled in the trade between the two 
countries. 

I do not advocate this treaty in view of its benefit to the 
United States alone, but because I am sure it will be beneficial 
to Canada also. If I did not think so my earnestness and en- 
thusiasm for the treaty would be much abated, not that I have 
as much interest in the people of Canada as I have in the people 
of the United States—for I haven’t reached that altruistic point 
—but because no such agreement can become permanent unless 
it does result in the common benefit to both countries; and if 
this were a jug-handled arrangement—if all the benefit were to 
accrue to the United States and none to Canada—then, as the 
treaty might be repealed at any time, we could look forward 
to its very early abrogation by the Canadian authorities. It is 
because I am confident it will be seen on both sides to be a 
great statesmanlike measure, one looking to the beneficial in- 
terest of both parties to the contract, that I so urgently press 
its adoption upon the Congress and the people of the United 
States. 

Now, what are the prospects of its passage? It will doubtless 
be reported out next week, probably without recommendation, 
because the Committee on Finance in the Senate is so constituted 
that it is nearly equally divided on the question of the wisdom 
of the treaty. Amendments will doubtless be proposed, some 
for the purpose of improving the present bill without violating 
the terms of the agreement, others with a view to reducing the 
duties on importations from Canada below the rates agreed 
upon in the agreement, and others not affecting the agreement 
at all, but attempting a revision and reduction of duties on cer- 
tain articles from all countries. 

In the first class comes what is known as the Root amend- 
ment. Mr. Root proposes an amendment to the bill as it came 
from the House embodying the exact terms of the reciprocity 
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agreement with reference to paper and material—that is, a pro- 
vision that when the restrictions on the exportation of pulp wood 
from Canada are removed by the provinces, so that pulp wood 
may come in free into the United States without the payment 
of any export duty, then there may be free trade between 
Canada and the United States in print paper. The pend- 
ing bill provides, as I have already stated, that in order to 
induce the lifting of the restrictions which are now imposed 
by the Canadian provinces on wood from crown lands, which 
include about nine-tenths of the Canadian wood, paper made 
in Canada from wood upon which there is no restriction in 
Canada may come in free. It is only fair to say, with refer- 
ence to the Root amendment, that it is in exact accordance with 
the agreement. But it does not offer the inducement to the 
lifting of the Canadian restrictions which the present provision 
in the bill does. More than this, there are so many in favor of 
the provision in the bill as it passed the House that I fear that 
its adoption in the Senate might prove a tactical obstacle to the 
passage of the bill through both Houses. 

The second class of amendments are those by which it is 
proposed to remove the duty on meat and flour and other com- 
modities passing from Canada into the United States, so that 
the Canadians may introduce these articles without duty into 
the United States, while the American producers of the like 
commodities will have to pay duty to Canada to export them 
to that country. The serious objection to these amendments is 
that, as they are gratuitous concessions to Canada, they will 
necessarily be enlarged by the provision of what is called the 
favored-nation clause in the treaties with other countries, so 
that the free trade in them with Canada will result in free 
trade with all other countries with whom such treaties are 
made. This is legislating in the dark, and is objectionable on 
that account. If duties are to be removed, they ought to be 
removed in a bill which states on its face the whole effect, so 
that the wisdom, or lack of it, of the provision may be fully 
considered and weighed before its adoption. 

The third class of amendments finds an illustration in the 
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proposal to put upon the reciprocity bill the so-called “farmers’ 
free list’ as an amendment. Without respect to the merit of 
the farmers’ free list, the objection to it as an amendment is 
that to unite reciprocity and the farmers’ free list is to defeat 
both bills. Those in favor of both, therefore, if they are sin- 
cerely in favor of both, ought to be willing to allow the reci- 
procity agreement to be voted upon as a separate measure and 
upon its merits, and to rejoice in its passage, even if they may 
not have accomplished all that they desire in the further revision 
of the tariff. I am sure that the matter has been so much dis- 
cussed that the issue will be clearly understood, and that it will 
be known who are in favor of reciprocity and who are opposed 
to it, so that those who take part in supporting the bill may 
have the responsibility, as they ought to have, of what follows 
the passage of the bill; and those who oppose the bill, either 
by way of amendments or otherwise, may have the responsi- 
bility of defeating the bill and what shall follow its defeat. 

The bill is a most important one, and should have the fullest 
discussion, and I am the last one who would or should com- 
plain of time taken by the Senate in the proper consideration 
of the bill. But when full discussion is had, I earnestly hope 
that the issue may be on the bill submitted, without irrelevant 
and prejudicial amendments, to the Senate for its patriotic con- 
sideration. If that is done, I sincerely hope that the bill will 
pass, and that in the course of a year we shall have a demon- 
stration of the principle that trade to be beneficial must be bene- 
ficial to both parties; that artificial restrictions that interfere 
with the advantage of geographical proximity to natural markets 
and with the closer business association of neighboring peoples 
of the same race, intelligence, conditions, and traditions are of 
no advantage to either people. 

WILit1AM Howarp TAFT 





THE INTERNATIONAL ASPECTS OF RECIPROCITY’* 


President Taft in his message to Congress of January 26, 
IQII, states with the utmost cogency the general reasons which 
call for a closer commercial union between the United States and 
Canada. His exposition of the broad and statesmanlike consid- 
erations which should control the action of the two countries in 
this matter leaves little to be added. The technical effects of 
given changes in duty have been fully treated by competent 
authorities. It seems to me that the advantages to both countries 
certain to flow from the operation of the agreement are of so 
evident and considerable a nature as to make the desirability of 
its adoption unmistakable. I think it should be passed by the 
Senate without further delay, and that when it has been so 
adopted it will constitute one of the most creditable acts of the 
present administration. I believe in the agreement not because 
it is perfect or even satisfactory in its scope, but because it is 
a step toward the establishment of those equitable trade rela- 
tions with Canada which can be reached only by a very marked 
reduction, if not actual abolition, of tariff restrictions upon the 
mutual interchange of commodities. 

There is another aspect of the Canadian agreement, however, 
in which it constitutes a striking innovation upon past and pres- 
ent commercial policy, and which suggests the acceptance of a 
new attitude toward foreign countries more in harmony with 
existing conditions than the exclusive international position 
heretofore accepted by the United States. This, to my mind, 
transcends all other considerations in favor of reciprocity. The 
reciprocity agreement, if adopted, will without doubt be an im- 
portant step toward the revision of our system of tariff treaties. 

The international tariff position of the United States is today 
dependent upon two important factors: (1) the most-favored- 
nation clause in our commercial treaties; (2) the present maxi- 

*A paper read before the Western Economic Society, June 3, rort. 
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mum and minimum tariff provision of the Payne-Aldrich Act. 
If we add to the problem a new factor, (3) the reciprocity pro- 
vision now proposed with Canada, how will it affect the opera- 
tion of the other two elements? 

The position of the United States as respects the most- 
favored-nation clause is the product of a long period of develop- 
ment and is now absolutely anomalous. Early commercial 
treaties were arranged by European nations in strict accordance 
with the idea that every concession granted by one country to 
any other should be given only in exchange for similar conces- 
sions in return. In other words, the negotiation of commercial 
treaties was a sort of bargaining process in which a foreign 
nation might be overreached by its antagonist. The object to 
be kept in mind by either party was the arrangement of an 
agreement as favorable to it as circumstances, and the relative 
acuteness of the other, would allow. It is evident that, suppos- 
ing two nations, A and B, to have signed a commercial treaty 
granting certain privileges by mutual agreement, B might be 
at a considerable advantage with respect to a third nation, C, 
in competing for the trade of A. If, subsequently, an agreement 
should be entered into between A and C, whereby more elaborate 
concessions were allowed C than those which had been gained 
by B, it might turn out that B would not merely be outstripped 
by C in the competition, but would even be worse off than would 
have been the case had no treaty been originally negotiated with 
A. It was this situation which led to the development of the 
most-favored-nation clause. Under it, states sought to obtain 
guarantees that in case future commercial concessions should be 
offered to their competitors, they themselves would, ipso facto, 
enjoy the same concessions. Thus, if the two nations, A and B, 
had entered into a commercial agreement in which the most- 
favored-nation stipulation has been incorporated, and if there 
should be any subsequent treaty between A and C in which 
larger concessions were granted, C would, by the nature of the 
case, extend those concessions also to B. Now, it is clear that 
the interpretation to be placed upon the clause might be such as 
to extend those concessions to B only in case B should pay for 
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them by the same return concessions granted by C, or should 
simply be permitted to enjoy them without any further payment 
than that already arranged for in the original A and B treaty. 

Writers on international law distinguish several different 
forms of the “most-favored-nation clause.” They enumerate 
more particularly the so-called “simply reciprocal form” and 
the so-called “imperative and unconditional form.” In the first, 
“where reciprocity is the foundation of every clause in the treaty 
dealing with a subject of commerce and navigation, the infer- 
ence points to reciprocity as the foundation for the general cov- 
ering clause which is to supply omissions and prevent future un- 
favorable discrimination.” Under the other interpretation, the 
commercial favors are granted to all countries under the most- 
favored-nation clause “immediately and without condition”; in 
other words, without compensating privileges offered in return. 
It is easy to see why nations like Great Britain, which have 
adopted free trade as their policy and which have, as a matter 
of fact, nothing to offer in return for a reduction of duties, are 
disposed to insist strenuously upon this second interpretation. 

The “simply reciprocal form’ of the most-favored-nation 
clause is, of course, the one to which the United States has con- 
sistently held. It has, from the beginning, adhered rigidly to 
the view that trade concessions offered by it to some other 
country need not become common to a third country with which 
we have no treaty relations involving the most-favored-nation 
clause, unless that third nation should meet us on our own 
ground by granting the same favors that we secured at the hands 
of the other nations with which we had entered into treaty rela- 
tions. In the treaty negotiated between the United States and 
France, February 6, 1778, the following words occur: 

The most Christian King and the United States engage mutually not 
to grant any particular favor to other nations in respect to commerce and 
navigation which shall not immediately become common to the other party, 
who shall enjoy the same favor freely, if the concession was freely made 
or on allowing the same compensation if the concession was conditional. 


In Art. IX of the treaty with Prussia, in 1828, and in Art. 
IX of the treaty with Austria, in 1829, occur the words: 
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If either party shall hereafter grant to any other nation any particular 
favor in navigation or commerce, it shall immediately become common to 
the other party, freely, where it is freely granted to such other nation, or 
on yielding the same compensation, when the grant is conditional. 


On the other hand, European diplomacy has developed the 
most-favored-nation clause along a different line, following the 
second of the two interpretations already referred to. As things 
now stand, most European countries admit that nations which 
have granted to other nations the benefits of the most-favored- 
nation clause have guaranteed to the latter that their commercial 
relations shall not be less favorable with the guarantors than 
shall those of any other country. In other words, new and more 
extensive trade concessions granted by country A to C, a third 
nation, are, ipso facto, extended to B, a second nation, with 
which it has originally entered into commercial relations, while 
B obtains these advantages without compensation even though 
they may have been paid for very heavily by C. This, of course, 
is a marked reversal of the original interpretation given to the 
“most-favored-nation clause” during the eighteenth and first 
half of the nineteenth century. It is a most important point to 
bear in mind, in studying the development of reciprocity as a 
policy, for it will readily be seen that the adoption of the Euro- 
pean interpretation of the most-favored-nation clause implies 
either the giving up of all commercial treaties, or else the con- 
scious recognition of tariff reduction as a system to be regularly 
applied whenever granted in an individual case. Reciprocity, 
when limited to isolated instances, becomes nothing more than 
a process of international bargaining, which may or may not be 
undertaken, as circumstances of the particular case seem to indi- 
cate. 

It is apparent that the United States in maintaining its own 
interpretation of this clause, reserving the right to grant tariff 
concessions only in return for certain other concessions and the 
right to decide whether concessions offered by other countries 
are equivalent to those obtained from any particular country, 
occupies a peculiar and anomalous position as compared with a 
group of nations adhering to a different interpretation and grant- 
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ing to us the advantages of the clause, which we, however, deny 
to them. All of this has led to exceedingly unfavorable com- 
ment on the part of European countries, which regard our atti- 
tude on the subject of the most-favored-nation clause as 
characteristically selfish. 

We can better understand the application of this interpreta- 
tion of the most-favored-nation clause by considering the pre- 
cise details of the instructions given to our diplomatic representa- 
tives on some critical occasions. These are fully set forth in 
Foreign Relations, but Secretary Knox has lately sent to the 
Senate a useful compilation of precedents from which a few may 
be chosen. 

The treaty of April 30, 1803, for the cession of Louisiana 
provided, in Art. VIII, that “the ships of France shall be treated 
upon the footing of the most-favored nations” in the ports of 
the ceded territory. By act of Congress of March 3, 1815, the 
vessels of foreign countries were exempted from discriminating 
tonnage duties in the ports of the United States, provided that 
such countries granted reciprocal treatment to American ships 
in their ports. Great Britain took advantage of this offer of 
reciprocity and removed her discriminating duties against Ameri- 
can shipping. France, however, took no action, with the result 
that French vessels continued to pay discriminating duties when 
entering United States ports, while British vessels were exempt. 
The French minister, in a note to the Department of State, 
under date of December 15, 1817, claimed that the exemption 
granted to British shipping should likewise be extended to 
French shipping by virtue of Art. VIII of the treaty of 1803. 

Secretary of State John Quincy Adams, in his reply of De- 
cember 23, 1817 (American State Papers, For. Rel., V, 152-53), 
defined the position of the United States as follows: 

The undersigned is instructed to say that the vessels of France are 
treated, in the ports of Louisiana, upon the footing of the most-favored na- 
tion, and that neither the English nor any other foreign nation enjoys any 
gratuitous advantage there which is not equally enjoyed by France. But 
English vessels, by virtue of a conditional compact, are admitted into the 
ports of the United States, including those of Louisiana, upon payment of 
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the same duties as the vessels of the United States. The condition upon 
which they enjoy this advantage is, that the vessels of the United States 
shall be admitted into the ports of Great Britain upon payment of the same 
duties as are there paid by British vessels. 

The eighth article of the treaty of cession stipulates that the ships of 
France shall be treated upon the footing of the most-favored nations in the 
ports of the ceded territory; but it does not say, and cannot be understood 
to mean, that France should enjoy as a free gift that which is conceded to 
other nations as a full equivalent. 

It is obvious that if French vessels should be admitted into ports of 
Louisiana upon the payment of the same duties as the vessels of the United 
States, they would be treated, not upon the footing of the most-favored 
nation, according to the article in question, but upon a footing more favored 
than any other nation; since other nations, with the exception of England, 
pay higher tonnage duties, and the exemption of English vessels is not a 
free gift, but a purchase at a fair and equal price. 

It is true that the terms of the eighth article are positive and uncondi- 
tional; but it will readily be perceived that the condition, though not ex- 
pressed in the article, is inherent in the advantage claimed under it. If 
British vessels enjoyed, in the ports of Louisiana, any gratuitous favor, 
undoubtedly French vessels would, by the terms of the article, be entitled 
to the same. 


During the negotiations between the governments of the 
United States and Great Britain which resulted in our reci- 
procity treaty of 1854 with Canada, Mr. Crampton, the British 
chargé d’affaires at Washington, under instructions from his 
government, wrote to Secretary of State Clayton, as follows: 


It has been objected that, if certain agricultural articles (more particu- 
larly wheat), the production of Canada, were to be admitted free of duty 
into the United States, under a convention with the British government for 
a reciprocal free trade between that province and the United States in such 
productions, the like productions of other nations having “reciprocity treaties” 
of commerce with the United States must be admitted on the same terms. 

To this it may be replied that no nation could claim for itself an ad- 
vantage under a convention between Great Britain and the United States, 
which Great Britain herself had not obtained under that convention. Had 
any other nation a colony similarly situated, she might then be borne out 
in claiming that such colony should be equally favored; otherwise not. 


The reciprocity convention concluded between the United 
States and the Hawaiian Islands on January 30, 1875 (effective 
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September 9, 1876), provided, in Art. IV, that the Hawaiian 
Islands should not, so long as the treaty remained in force, “make 
any treaty by which any other nation shall obtain the same privi- 
leges, relative to the admission of any article free of duty, hereby 
secured to the United States.” 

Invoking the most-favored-nation clause in Art. IV of her 
treaty with the Hawaiian Islands, Great Britain demanded that 
the latter should extend, gratuitously, to the United Kingdom 
the tariff concessions granted in reciprocity to the United States. 

The position of the United States government in this matter 
was set forth in a note from Mr. Comly, American minister at 
Honolulu, dated July 1, 1878, to the Hawaiian foreign office, 
reading in part as follows (For. Rel., 1878, 404) : 

No treaty in existence at the time this compact was entered into secured 
to any other nation the privileges as to the admission of certain articles free 
of duty, which have been guaranteed to the United States by this treaty. 
These privileges were secured, not through any general treaty rights or 
stipulations, but by giving certain valuable considerations in a special treaty 
of reciprocal covenants. The concession of these privileges to the United 
States cannot, therefore, form any just basis for a claim to like privileges 
by any other nation, under the parity clause of any ordinary form of treaty. 
The uttermost that might be conceded under such parity clause would be the 
claim to purchase the same immunities through special treaty, upon like 
terms with those agreed upon between the United States and the Hawaiian 
Islands. 


Sec. 608 of the United States tariff act of 1894 placed salt 
upon the free list, but provided that if salt should be imported 
from any country that imposed a duty upon salt imported from 
the United States there should be levied on the salt of such 
country the rate of duty existing prior to the passage of the 
tariff act. Notwithstanding that American salt was dutiable 
on importation into Germany, the German government de- 
manded free entry of German salt into the United States by 
virtue of the most-favored-nation clauses (Arts. V and IX) of 
the treaty of 1828 between the United States and Prussia. The 
question having been submitted to Attorney-General Olney, he 
gave an exhaustive opinion, under date of November 13, 1894, 
in which he said: 
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The most-favored-nation clauses of our treaties with foreign powers 
have from the foundation of the government been invariably construed both 
as not forbidding any internal regulations necessary for the protection of 
our home industries and as permitting commercial concessions to a country 
which are not gratuitous, but are in return for equivalent concessions, and 
to which no other country is entitled except upon rendering the same equiva- 
lents. Thus, Mr. Jefferson, when Secretary of State in 1792, said of treaties 
exchanging the rights of the most-favored nation that “they leave each party 
free to make what internal regulations they please, and to give what prefer- 
ence they find expedient to native merchants, vessels, and productions.” In 
1817, Mr. John Quincy Adams, acting in the same official capacity, took the 
ground that the “most-favored-nation clause only covered gratuitous favors 
and did not touch concessions for equivalents expressed or implied.” Mr. 
Clay, Mr. Livingston, Mr. Evarts, and Mr. Bayard, when at the head of the 
Department of State, have each given official expression to the same view. 
It has also received the sanction of the Supreme Court in more than one 
well-considered decision. 


In 1898, during the reciprocity negotiations between the 
United States and the Argentine Republic, under the provisions 
of section 4 of the United States tariff act of July 31, 1897, 
Mr. Buchanan, the American minister at Buenos Ayres, reported 
to Secretary of State Sherman that the Argentine government 
was apparently deterred from entering into a treaty of reci- 
procity with the United States because it assumed that it would 
be compelled to extend any tariff concessions which it might 
make in such a treaty with the United States to European coun- 
tries with which the Argentine Republic had commercial treaties 
provided for most-favored-nation treatment. 

In reply to this dispatch Secretary of State Sherman in- 
structed Minister Buchanan, under date of January 11, 1898 
(Ms. Inst. Arg. Rep., XVII, 306), as follows in regard to the 
United States’ construction of the most-favored-nation clause: 

It is clearly evident that the object sought in all the varying forms of 
expression is equality of international treatment, protection against the wilful 
preference of the commercial interests of one nation over another, but the 
allowance of the same privileges and same sacrifice of revenue duties to a 
nation which makes no compensation that has been conceded to another nation 
for an adequate compensation, instead of maintaining destroys that equality 
of market privileges which the most-favored-nation clause was intended to 
secure. It concedes for nothing to one friendly nation what the other gets 
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only for a price. It would thus become the source of international inequality 
and provoke international hostility. The neighborhood of nations, their 
border interests, their differences of climate, soil, and production, their 
respective capacity for manufacture, their widely different demands for con- 
sumption, the magnitude of the reciprocal markets, are as many conditions 
which require special treatment. No general tariff can satisfy such demands. 
It would require a certainty of language which excludes the possibility of 
doubt to justify the opinion that the government of any commercial nation 
had annulled its natural right to meet these special conditions by compensa- 
tory concessions, or held the right only on condition of extending the same 
to a nation which had no compensation to offer. The fact that such con- 
cessions if made would inevitably inure to the equal benefit of a third 
competitor would often destroy the motive for, as well as the value of, such 
reciprocal concessions. 

But instead of such certainty of expression, one of the articles in each 
of the treaties referred to contains a distinct recognition that special and 
compensatory commercial arrangements may be made, notwithstanding the 
most-favored-nation clause; and provided that in such cases the favors 
granted shall be enjoyed by the party claiming favored-nation treatment, 
gratuitously if so granted, or for equivalent compensation if granted for a 
price. 

What will be an equivalent compensation is to be honorably determined 
by the governments concerned. So many considerations have necessarily 
entered into such special concessionary agreements that no universal rule 
can be applied. The price has often been special privileges in the market 
of the other for certain manufactures or products of the contracting country ; 
but it may also be a port, a bay, or an island, or a protectorate, as well as an 
expanded market, or a privileged export trade. It may be anything within 
the range of the treaty-making power. 

It is not to be supposed that a right of such importance in many national 
emergencies has been abandoned by the Argentine Republic, or that it is 
only held on condition of the repeated and gratuitous payment to other 
countries of the same consideration stipulated in reciprocity. The right of 
the other nations to enjoy the same special concessions depends on their 
ability to offer an equivalent compensation. When they do this, the favored- 
nation clause is rightfully invoked. 


Hitherto the United States has stoutly maintained its claim 
that we cannot properly be called upon to make common even 
to those nations with which we have a most-favored-nation 
clause the advantages accorded to any one unless others which 
desire the same advantages are willing to extend equivalent con- 
cessions. We have, however, consistently taken the view that 
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where other nations were thus willing to grant equivalent con- 
cessions they might receive the same reductions we had accorded 
to any one of their competitors. This was a position which, 
though ouf of harmony with the European interpretation of the 
most-favored-nation clause, has until recently been at least 
tenable. 

Whatever may be thought of this position regarding the 
most-favored-nation clause in commercial treaties there was at 
least a basis for considering it a self-respecting and self-con- 
sistent position on the tariff question. But the Payne-Aldrich 
Act introduced a new element of difficulty by including the so- 
called maximum and minimum provision. This was found in 
sec. 2 and was as follows: 


That from and after the thirty-first day of March, nineteen hundred and 
ten, except as otherwise specially provided for in this section, there shall be 
levied, collected, and paid on all articles when imported from any foreign 
country into the United States or into any of its possessions (except the 
Philippine Islands and the Islands of Guam and Tutuila), the rates of duty 
prescribed by the schedules and paragraphs of the dutiable list of section 
one of this Act, and in addition thereto twenty-five per centum ad valorem; 
which rates shall constitute the maximum tariff of the United States, 

Provided, That whenever, after the thirty-first day of March, nineteen 
hundred and ten, and so long thereafter as the President shall be satisfied, 
in view of the character of the concessions granted by the minimum tariff 
of the United States, that the government of any foreign country imposes 
no terms or restrictions, either in the way of tariff rates or provisions, trade, 
or other regulations, charges, exactions, or in any other manner, directly or 
indirectly, upon the importation into or sale in such foreign country of 
any agricultural, manufactured, or other product of the United States, which 
unduly discriminates against the United States or the products thereof, and 
that such foreign country pays no export bounty or imposes no export duty 
or prohibition which unduly discriminates against the United.States or the 
products thereof, and that such foreign country accords to the agricultural, 
manufactured, or other products of the United States treatment which is 
reciprocal and equivalent, thereupon and thereafter, upon proclamation to 
this effect by the President of the United States, all articles when imported 
into the United States, or any of its possessions (except the Philippine 
Islands and the islands of Guam and Tutuila), from such foreign country 
shall, except as otherwise herein provided, be admitted under the terms of the 
minimum tariff of the United States as prescribed by section one of this Act. 
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By virtue of this provision we promptly represented to all 
foreign countries that unless they could consent to give us their 
lowest tariff rates we should be obliged to impose upon them the 
maximum duties threatened in the law. With most countries 
little or no difficulty was experienced. But in the case of Ger- 
many, France, and Canada the situation was quite different. Al- 
though for some time an official statement of the results of these 
negotiations was withheld, it is now published as H.R., sec. 956, 
61st Cong., 2d sess. 

The German government withheld from numerous classes 
of imports from the United States the benefit of its conventional 
or minimum tariff rates. These conventional rates represented 
reductions of duty made by Germany as concessions to various 
governments of Europe in return for equivalent concessions 
made by them in reciprocity treaties, the mutual benefits of 
which were given wide application through the operation of the 
most-favored-nation clause as construed by European govern- 
ments. The Department of State had found it impossible, pre- 
vious to the passage of the Act of August 5, 1909, to obtain for 
American commerce complete equality of tariff treatment in 
Germany. The negotiations resulted in action by Germany 
granting to the United States her full conventional tariff rates 
in return for the minimum tariff of the United States, this being 
an exchange of minimum for minimum. The United States 
was thus placed on exactly the same terms as all other countries 
to which Germany had granted her conventional tariff in pur- 
suance of treaty stipulations. 

The tariff conditions affecting American commerce in 
France, particularly as regards finished products of manufac- 
ture, had been unfavorable. Under the commercial agreements 
of 1898 and 1908 providing for limited reciprocity, the benefit 
of the minimum rates on 25 numbers of the French tariff had 
been granted to the United States. All leading commercial na- 
tions competing with the United States in the markets of France 
had the benefit of the complete French minimum tariff. During 
the interval between November 1, 1909, and March 31, 1910, 
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the French government applied its complete maximum tariff 
rates to all dutiable importations from the United States. 

By the settlement with France, under which the minimum 
tariff of the United States was granted to that country, France 
granted the minimum tariff rates to the United States on about 
80 numbers of the tariff where two rates existed. These cover 
manufactured articles, including agricultural and various other 
forms of implements, tools, and machinery. In addition, assur- 
ances were given as to the maintenance of many general tariff 
rates in the French schedule, the understanding being that if 
certain rates are lowered the United States shall be accorded 
such reduction. 

The question requiring adjustment with Canada grew out 
of the Franco-Canadian treaty which was put in force between 
the two countries February 1, 1910. The Canadian tariff con- 
sists of three schedules—general, intermediate, and British pref- 
erential. The British preferential rates are extended only to 
the United Kingdom and to various British colonies. The in- 
termediate rates are the minimum rates to all other countries. 
Under the terms of the Franco-Canadian treaty France was 
given a series of intermediate rates and in addition a small list 
of special rates applying to peculiarly French products. By the 
operation of the favored-nation treatment, the treaty rates were 
extended automatically to several countries besides France, some 
of whose products competed with the products of the United 
States in the Canadian market. This question was adjusted after 
a bitter struggle by the extension on the part of Canada of rates 
below the intermediate rates of the Canadian tariff to a very 
few exports of the United States. 

A final word may be desirable by way of stating the present 
position of the United States under the most-favored-nation 
clause and the Payne-Aldrich Act. We have in force today 
treaties including the most-favored-nation clause with the fol- 
lowing nations: 

1. With the equivalence clause-——Argentine Republic, Aus- 
tria-Hungary, Belgium, Bolivia, Colombia (New Granada), 
Costa Rica, Denmark, Hanseatic Republics, Haiti, Honduras, 
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Italy, Japan, Liberia, Mecklenburg-Schwerin, Oldenburg, Para- 
guay, Prussia, Russia, Sweden and Norway, Tonga, Tripoli. 

2. Without the equivalence clause-—China, Ethiopia (Abys- 
sinia), Great Britain, Greece, Ottoman Empire, Persia, Servia. 

3. Unilateral clause-—Egypt, Morocco, Siam. 

With foreign countries we thus have arrangements guaran- 
teeing us the lowest rates granted any other country at present 
except as already indicated: (1) with France; (2) with Canada; 
(3) with Germany. To these should be added the familiar tariff 
concession of 20 per cent made to Cuba and the arrangement 
for limited free trade with the Philippines, as well as an agree- 
ment with Brazil, whereby we receive a few special concessions. 

If now a reciprocity arrangement with Canada shall be ac- 
cepted, how will it affect this existing status? 

It is evident that such an agreement will be tantamount to 
the establishment of a new set of minimum duties if the theory 
at bottom of our maximum and minimum provisions shall be 
held to continue in force. Under these circumstances what will 
be the necessary attitude of foreign countries? 

1. They may demand that they be granted the benefits of 
the lower Canadian rates without any concessions in return. In 
so doing they would be demanding nothing more than we our- 
selves called for in our negotiations under the maximum and 
minimum provision. But in granting such a demand we should 
be violating the recognized and traditional reciprocity policy of 
the United States and the peculiar interpretation of the most- 
favored-nation clause by which it has been accompanied. 

2. Or they may assent to the interpretation of reciprocity and 
the most-favored-nation clause which is implied in the instruc- 
tions of Secretary Sherman to Minister Buchanan in 1898 where 
he said, with reference to the claims of other governments to 
certain rights which we contemplated extending to the Argentine 
Republic, that: 

The right of the other nations to enjoy the same special concessions 


depends on their ability to offer an equivalent compensation. When they 
do this, the favored-nation clause is rightfully invoked. 


And again: 
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What will be an equivalent compensation is to be honorably determined 
by the governments concerned. 

But, should they adopt this point of view, they would indubi- 
tably retain the right to insist upon obtaining privileges equiva- 
lent to those granted Canada conditional upon offering similar 
privileges in exchange. For as Mr. Sherman says: 

When they do this [offer an equivalent compensation] the favored- 
nation clause is rightfully invoked. 

And as Secretary Hay said to Ambassador White in 1899 
with reference to a claim of Germany to be treated in the same 
way as Switzerland by virtue of the most-favored-nation clause: 

Nothing has been conceded to Switzerland which under like conditions 
would not have been given to Germany. 

That the United States could, without a struggle, surrender 
its traditional interpretation of the most-favored-nation clause 
is hardly to be expected. The question would, therefore, remain 
whether the United States could refuse to open negotiations for 
the extension of reciprocity arrangements to other countries 
which might demand such arrangements. Should it so refuse, 
it must expect to see the present minimum-rate basis granted by 
foreign countries withdrawn. In fact, it may be expected that 
almost immediately upon the completion of the Canadian agree- 
ment Germany will withdraw from us certain of the minimum 
rates now enjoyed by the United States. Germany, it is well 
understood, has already made inquiries regarding the probable 
answer of the United States to a request for the extension of 
the lower rates of the Canadian agreement to her and is appar- 
ently prepared to carry her point to the logical extreme. The 
question of England’s position has already been raised in Parlia- 
ment and will also be pushed as opportunity favors. Such de- 
mands could not be refused, nor could we expect to secure much 
attention for the former threat that we shall apply our maximum 
tariff rates to countries which grant a special preference to 
others. 

It is thus apparent that one of the most important aspects of 
the Canadian agreement is found in the fact that it is an impor- 
tant step toward free trade. The old reciprocity treaty with 
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Canada did not operate in that direction for several reasons: it 
was terminated too early, before our commercial policy or that 
of European nations under the high tariff system had been well 
developed ; it fell at a troubled time in national and world his- 
tory when but little attention could be given to matters of trade 
and commerce; it affected a country which was then distinctly a 
dependency of England in the narrowest sense of the term; it 
antedated by many years the keen struggle for markets which 
is now in progress. But today the situation is quite different. 
We may expect that every step in our commercial policy will be 
closely watched by our rivals and colleagues in international 
trade. If it is true, as I have suggested, that reciprocity with 
Canada must be considered in the historical light and that what 
we shall do must be guided by our course in the past, we can- 
not escape the belief that this treaty will constitute a first and 
most important step away from the unsatisfactory conditions 
created under the Payne-Aldrich Act. It will necessitate our 
entering into similar agreements with all countries with which 
we expect to enjoy friendly trade relations. Refusal to grant 
concessions in exchange for similar concessions, as we had done 
with Canada, could only result in friction and international irri- 
tation of the pronounced kind and must necessarily subject this 
country to severe retaliation. 

The most important aspect of the present agreement, there- 
fore, is its general international aspect. It opens the way to 
an improvement of the present unsatisfactory conditions in 
trade, suggests a development toward less exclusiveness in the 
future, and affords a possibility of hopeful solution of many 
trying questions. 

The Senate, having acted on this matter, must needs be con- 
strained by the trade policy of other countries to act in others 
in the future. If the Canadian treaty be adopted, it may prove 
the first step in a broad tariff policy. It is the first step that costs 
most, and corresponding credit is due the man who has the 
courage to take it in the right direction. 
H. ParKER WILLIS 
WasuincTon, D.C. 








RECIPROCITY WITH CANADA’ 


I have been asked to say something about the effects on New 
England of the reciprocity arrangement with Canada. But I 
shall avail myself of the opportunity to consider also some of 
the larger aspects of the matter. It is the privilege and the duty 
of the economist to disregard sectional interests. A political 
representative usually finds it difficult to do otherwise than pro- 
mote what is to the advantage, or is thought to be to the ad- 
vantage, of his section and his constituents. The economist rep- 
resents no constituency and holds no brief. His unqualified 
duty is to examine in what way the prosperity of the community 
as a whole may be advanced. 

The reciprocity arrangement now pending relates almost ex- 
clusively to agricultural products and the simpler materials. 
So far as these articles are concerned, the trade between the two 
countries is in the main a border trade of convenience. It is 
essentially an occasional trade, of the kind that springs up be- 
tween any two adjoining regions, like New Hampshire and Ver- 
mont, or Ohio and Indiana. It is not based on a large geo- 
graphical division of labor, like the trade between New England 
and the Mississippi Valley, or that between Great Britain and 
the United States as a whole. It involves no far-reaching politi- 
cal and social questions, no problems as to the way in which the 
industrial development of two differing regions shall be shaped. 
It is like the trade between adjoining farms, not like the trade 
between city and farm. Its restriction, though a possible source 
of annoyance and inconvenience, will cause no serious changes. 
Its freedom will promote good feeling and mutual accommoda- 
tion, but will not seriously affect the course of economic develop- 
ment in either country. 

There are places where it is convenient for us to get some 
wheat and some meat from Canada and places where it is con- 
venient for Canada to get them from us. There are seasons 

* A paper read before the Western Economic Society, June 3, rorr. 

542 





RECIPROCITY WITH CANADA 543 


when it is convenient for us to get potatoes and hay from our 
neighbors, and there are seasons when they find it convenient to 
get potatoes and hay from us. There are stretches along the 
border where it is to the advantage of the Canadians to buy corn 
from us, and stretches along the border where it is to our ad- 
vantage to buy barley from them. I can conceive no possible 
good reason why we should not buy from each other in these 
simple and obviously convenient ways. The notion that the 
farmers of the United States or of New England are going to 
be ruined, or seriously affected, is nothing less than preposterous. 
Even on the very border itself I doubt whether any perceptible 
number of farmers will be disturbed in the slightest, or will have 
to readjust their ways. For the farmers of the country as a 
whole the effect will be but as a ripple on a millpond. Within 
three months of the adoption of the arrangement, the farmers 
will wonder why such a pother was made about it. 

One of the most curious results of the undue stress laid on 
the tariff controversy in this country is the frequent belief that 
the imposition of a duty serves per se to benefit the domestic 
producers and that the removal of a duty serves per se to injure 
them. It would seem to be obvious that real advantage or dis- 
advantage comes only through changes in imports and in prices. 
The imposition of a duty on a commodity that is not imported 
at all, or is only imported sporadically, and the removal of such 
a duty, have no industrial consequences at all. This is so plainly 
the case with ovr duties on the staple agricultural products that 
sensible persons have usually passed them by with a shrug, won- 
dering that any one should care whether they were or were not 
on the statute book. There is in our tariff structure a great 
mass of such deadwood, whose importance is exaggerated both 
by friends and foes. Not only on agricultural products, but on 
manufactures as well, there are many duties which could be cut 
out without anyone’s knowing the difference. Something would 
be gained toward clarifying the situation if these encumbrances 
could be got rid of; and the reciprocity measures, even if they 
have no further consequences, will at least let in some light on 
the range and extent of the influence of our tariff system. 





544 JOURNAL OF POLITICAL ECONOMY 


Nevertheless, a few changes are proposed whose significance 
is more serious both for New England and for the other parts 
of the country. Chief among these is the free admission of 
timber and rough lumber, the reduced rates on boards planed 
and finished, and the conditional free admission of pulp wood 
and newspaper. It is probable that these breaches in the tariff 
wall will admit some additional imports and will have some 
effect on the prices of lumber. I suspect that the increase in im- 
ports will not be considerable, and that the effect on prices will 
be not so much to cause a fall as to prevent a rise that would 
otherwise have taken place. But some real influence will doubt- 
less be seen in the direction of curbing of domestic prices and 
greater resort to foreign supply. 

All considerations of sound sense and good sentiment seem 
to me to point to the desirability of these results. It is notorious 
that we are trenching deeply and recklessly on our forest sup- 
plies. It is notorious that the prices of soft lumber have gone 
up during the last decade much more than most prices; they have 
nearly doubled. It is not to be questioned that the preservation 
of our forest areas has importance not only for the supply and 
price of timber, but for the steadiness of rain-absorption and 
water-flowage and for the beauty of Nature. Those steps are 
good which enlarge the area of supply and diminish the ruthless 
cutting of our own trees. The only persons who have an oppo- 
site interest are the owners of forest lands, to whom it is of 
course welcome that the rates of stumpage should continue to 
soar indefinitely. I will not enter on the thorny question 
whether a protective tariff, irrespective of its strictly economic 
consequences, has good or ill effects on our general social condi- 
tions. This particular part of the existing system of duties 
seems to me clearly contrary to the larger welfare of the com- 
munity. 

Let us resist, however, the temptation to exaggerate the 
beneficial effects of a policy which we believe to be good. Reci- 
procity and free lumber from Canada will not serve per se to 
conserve our forests or make wood products much cheaper. The 
change is in the right direction; this much suffices to win ap- 
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proval. We are simply opening up a wider area of supply. The 
Canadians will have to consider for themselves how far the 
policy of more even distribution of demand and of wiser con- 
servation of supply will need to be applied to their own situation. 
Fortunately for us and for them the physiographic conditions 
of the northern part of the continent make their problem both 
easier and less imminent.{ Their natural reserves are vast, and 
they are not subject to such great and rapid diminution be- 
cause the possibilities of agricultural use of the soil are neces- 
sarily restricted. They can well afford to let us share in the 
bountiful supplies with which Nature has provided them. 

Another phase of the lumber problem is that of wood pulp 
and of paper made from it. The conditions of supply here in- 
volve not only the question of timber, but those of power as 
well. The grinding of the wood into pulp calls for a great 
amount of power—an amount so great that water-power alone 
is practicable. Water-power is most largely available where the 
forested hills and mountains break off into the low lands. It 
is thus available in parts of New England, and especially of 
Maine, on the edges of the wooded regions. It is even more avail- 
able in parts of Canada; more available there not only because 
the forests are larger and the stored water-supply great, but be- 
cause there is less demand on the water-power for other indus- 
trial purposes. All the natural conditions indicate a tendency 
for the transference of the wood-pulp industry to the regions 
where wood is abundant and power is cheap. And at the place 
where the pulp-wood is ground, there the paper is likely to be 
made; since it is cheaper to transport the paper than the soggy 
and heavy pulp. Our tariff has checked the natural tendency, 
has increased the drain on our own forests, has added a com- 
petitive demand for our own water-power. We are wasting 
our own resources. We are working against the course of 
Nature by refusing to let this industry betake itself to the regions 
best adapted to it. 

Here again we must be on our guard against exaggeration. 
The duties on pulp and paper have been moderate. As our 
tariffs go, they have been even low. The “straight” duty in the 
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Dingley tariff act of 1897 was 15 per cent; and the duty was 
somewhat reduced in 1909. The full effect of the reduction 
of 1909 is limited by the condition that the Canadians shall im- 
pose nothing equivalent to an export duty; and some of their 
provinces have regulations that are thus equivalent, or at least 
have been deemed so by our authorities. The consequences of 
the proposed free admission, under reciprocity, of pulp and 
paper will be similarly limited, for they also are conditional on 
the abolition of the Canadian provincial restrictions. For the 
present at least, only part of the pulp and paper is likely to come 
in free—that part derived from wood cut on private lands in 
Canada, not that from crown lands in the restricting provinces. 

Further, even under completely free admission, by no means 
all of the pulp or paper would come from the Canadian sources 
of supply. Many of the domestic mills have advantages from 
good location, good supply of wood and power, good plant. 
Here, as in so many other cases, the alternative is not once for all 
between domestic supply and foreign supply; the question is 
whether there shall be more or less. The total destruction of a 
domestic industry, which is paraded as the inevitable conse- 
quence of the slightest change in duties, is commonly a bug- 
bear. In this particular instance, the result of lower duties will 
be not so much the substitution of Canadian paper for Maine 
paper, as a growth of Canadian production and a standstill of 
Maine production. In the main, the effect will be simply to 
ease the pressure on our own dwindling forests. 

But, with all needed qualification, it remains true that more 
pulp and paper will come from Canada, and our own makers 
will be in a somewhat less advantageous position. As with lum- 
ber, the probable consequence will be not so much that prices 
fall, as that their rise will be checked. But a change in the di- 
rection of easier and cheaper supply there will be. Naturally 
the domestic paper-makers are averse to it. They want all they 
have, and as much more as they can get. They fight reciprocity 
tooth and nail. Their activity, open and concealed, probably 
accounts for most of the noisy opposition to the reciprocity plan. 

By way of further illustration of the limited effect of the 
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changes proposed, I will cite the case of shingles. The duty 
on these in the Dingley tariff of 1897 had been 30 cents per 
thousand. In the act of 1909 it was raised to 50 cents. The 
increase was made not in the House, but in the Senate, and was 
retained by the conference committee between the two bodies 
in consequence of the vehement insistency of the Senate rep- 
resentatives. Mr. Payne, the House chairman, publicly pro- 
tested against the advance, to which he acceded only because 
it seemed impossible to bring legislation to pass without it. The 
reciprocity arrangement now proposes that shingles shall come 
in from Canada at a duty of 30 cents—precisely the duty rate 
in force before 1909. Can it be maintained that such a change 
portends ruin to anyone? 

On the whole, then, the economic consequences of the reci- 
procity arrangement will be slight. The prices of foodstuffs 
will not be perceptibly affected even on the border. The farmer 
who buys lumber will hardly find a difference, the mechanic who 
buys or hires a wooden house certainly will not discover any 
difference. The newspaper publishers may know that their 
paper is a bit cheaper than it might have been, but the man who 
buys the morning or evening edition will pay the same price 
and is not likely to get more for his money. Why then all this 
excitement? Why the frantic opposition to a policy so simple, 
so sensible, so cautiously guarded? 

The answer is plain. The nature of the proposal, not its 
extent, arouses opposition. It indicates a tendency. It is a 
breach with the uncompromising phase of protection. It frankly 
admits that foreign trade is not always a game in which each 
country should try to get the better of the other, but is, some- 
times at least, an exchange from which both may profit. True, 
in this particular case the fundamental questions of free trade 
and protection are not involved. One may be a staunch pro- 
tectionist, yet earnestly support the reciprocity plan. But to 
the fanatical protectionist the slightest change in the sacred 
tariff structure is portentous. And it is the more portentous 
because it may prove an object-lesson. What will the farmer 
think if he finds that, after the enactment of a measure said to 
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be fraught with such dire consequences, ruin does not overtake 
him, the sun still shines, the crops still command their prices, 
the world goes on exactly as it did before? It may occur to 
him that the tariff is not the indispensable bulwark of all pros- 
perity. 

I confess that the extreme protectionists seem to me to have 
conducted their campaign badly. The very excess and exag- 
geration of their statements will react to their disadvantage. 
Their wiser plan would be to accept Canadian reciprocity as a 
minor matter. Sound strategy would seem to counsel them to 
give up this unimportant outwork and to concentrate on their 
main defenses. But I am not concerned to offer them advice, 
and doubtless am the last person from whom they would take 
it. Perhaps they have reason to fear that their general position 
is precarious, that the morale of their rank and file is shaken, 
that they cannot take even a single backward step without danger 
of complete demoralization. Certain it is that this measure, 
insignificant though it be in its immediate economic conse- 
quences, indicates a departure from protectionism in its most 
intolerant and unrelenting forms. 

Another aspect of the situation, finally, may have a mo- 
ment’s attention. For many years our neighbors in Canada were 
desirous of securing more liberal trade conditions from us. 
The reciprocity treaty of 1854 had been much to their advan- 
tage, and its abrogation in 1866 proved a distinct blow. For a 
quarter of a century thereafter they came to us repeatedly with 
proposals and offers of reciprocity. These offers we treated 
with such scant courtesy, nay with such abrupt and domineering 
rejection, that the Canadians are not to be blamed if they be- 
came nettled and sensitive. We simply compelled them to look 
to themselves. And in the course of years they have become 
strong and self-sufficing. Their own West has supplied the 
conditions for abounding prosperity; their new lines of trans- 
portation have opened large markets for their products; their 
manufacturers have developed under the stimulus of a pro- 
tectionist policy which may be fairly said to have been forced 
on them by our uncompromising rejection of their former over- 
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tures. Under these circumstances, the restoration of friendly 
commercial relations could not be an easy matter. The initial 
move had to come from us, no longer from them. Our chief 
executive has handled this delicate situation in a manner alike 
self-respecting for us and conciliatory to the Canadians. His 
policy has been like himself—frank, courageous, courteous. Ig- 
noring past differences and recriminations, he offered them a 
full measure of reciprocal concessions, and left it to them to 
say how far they now cared to go. The resulting measures 
before the legislatures of the two countries are no doubt more 
limited in scope than our administration was ready for, and 
their direct economic consequences, as I have said, are not likely 
to be considerable. But the political consequences are of large 
importance. The arrangement opens an era of renewed closer 
friendship with our neighbors to the North. In these days 
of rivalry and jealousy between nations, we ought to rejoice 
that the two peoples will join in abolishing petty restrictions on 
the intercourse between them, and cease from an attitude of 
mutual suspicion and hostility. President Taft’s reciprocity 


policy is a high proof of a calm, a generous, a statesmanlike 
temper; and no one who reads the signs of the times can doubt 
that he has for it the support of the immense majority of his 


people. 


F. W. Taussic 


HarvArD UNIVERSITY 











RECIPROCITY AND THE FARMER’ 


The pending reciprocity agreement proposes to make recipro- 
cally free of duty a large number of articles which interest 
farmers. These include most farm products, aside from wool 
and sugar; also fish, fresh, cured, or canned; rough lumber and 
posts; barbed wire; and cream separators. In addition, duties 
are to be reciprocally reduced on meats, flour, and other manu- 
factured foods; fruit trees, wagons, agricultural implements, 
motor cars, and coal. In general, the agreement covers chiefly 
food stuffs, raw materials, and crude manufactures rather than 
highly finished manufactures. The question therefore arises: 
how would the agreement affect the interests of the American 
farmer, and, in particular, would it constitute discrimination 
against him? An answer to this question involves a considera- 
tion of the purpose and scope of protection, the actual working 
of agricultural duties in the United States, and the present eco- 
nomic conditions of Canada and the United States, as revealed 
by trade facts and statistics. 

In the first place, it may be well to recall that the theory of 
protection, as advanced by Hamilton and List, had no reference 
whatsoever to agricultural products. They urged the doctrine 
of protection to infant industries with sole reference to manu- 
factures. This doctrine assumes that the industry to be pro- 
tected is one suited to the country by nature but impeded in its 
development by artificial obstacles, such as lack of machinery, 
business experience, and skilled labor. From this assumption 
it follows that protection is a transitional policy intended to 
develop the industry in question to the point where no protection 
will be needed. It cannot, therefore, according to this theory, 
be properly applied to an industry impeded, not by artificial and 
removable but by natural and permanent obstacles. For ex- 
ample, it would clearly be an abuse of the doctrine of protection 
to infant industries if a tax were imposed with the purpose of 

*A paper read before the Western Economic Society, June 3, 1911. 
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forcing the production of bananas in Minnesota: and this not- 
withstanding the fact that bananas could certainly be grown in 
Minnesota, under glass, if the consumer were willing and able 
to pay the price. In like manner, all protection to agriculture 
is an abuse of the theory of protection to infant industries, dif- 
fering only in degree from the case of bananas in Minnesota. 
Agriculture depends intimately upon soil and climate—that is 
to say upon natural and permanent conditions which cannot be 
changed by Act of Congress—consequently protection can rarely 
if ever develop an agricultural industry, which could not prosper 
without protection, to the point where protection can be with- 
drawn without disaster. It follows that the argument for agri- 
cultural protection is forced to abandon the infant-industry plea 
and merely appeal (like the modern form of the argument for 
protection to manufactures) to an alleged difference in the cost 
of production at home and abroad. In this form it becomes an 
_argument, not for a temporary but for a permanent policy which 
means, in brief, that the protected industry shall be made per- 
_ manently a parasitic industry, to be maintained at the expense 
of all other industries; and, moreover, that the less suited it is 
to the country, the more the people shall be taxed for its support. 

In the second place, if agricultural protection is inconsistent 
with the theory of protection to infant industries, protection to 
both manufactures and agriculture at the same time is incon- 
sistent with any and every rational theory of protection. The 
situation thus created is really most amusing and absurd. Manu- 
factures are to be raised in price by a protective tariff, which 
being interpreted means that manufactures are to be fostered 
at the expense of other industries, including agriculture; and 
agricultural products are likewise to be raised in price by a 
protective tariff, which signifies that agriculture is to be fostered 
at the expense of other industries, including manufactures. If 
only the actual degree of both kinds of protection is the same, 
such a system of all-around protection amounts to an attempt 
of a man to lift himself by his own boot-straps. Equal force 
being exerted in both directions, nothing is accomplished. The 
protected industries remain just where they were relatively to 








552 JOURNAL OF POLITICAL ECONOMY 


one another: though it is true, of course, that all persons not 
directly interested in fattory dividends or farm profits are sad- 
dled with a double burden in the form of higher prices for both 
manufactures and agricultural products. In this respect, all- 
around protection bears more than a fanciful resemblance to 
the traditional street brawl in which the innocent by-stander 
invariably gets the worst of it. 

Thirdly, this ideal of all-around protection “so applied as to 
equalize the costs of production at home and abroad” would 
lead logically to results which no one as yet has had the hardihood 
openly to advocate. All commerce is based upon differences in 
the costs of production, consequently to equalize all costs of 
production would be absolutely to prohibit all foreign commerce 
whatsoever. Each country would then have to produce at home, 
regardless of cost (or go without), every commodity; thus de- 
priving itself of the benefits of the natural resources, climate 
and skill of all other parts of the world. This plan would, in 
effect, revive the Japanese policy of non-intercourse which was 
broken down by Commodore Perry. 

If the foregoing considerations are valid, it follows that 
from the general public viewpoint there are serious objections 
to a policy of all-around protection, especially if applied “so 
as to equalize the costs of production.” In point of fact, how- 
ever, while the idea of all-around protection is thus a logical 
absurdity, being a contradiction in terms, it rarely if ever hap- 
pens that different industries receive exactly the same degree 
of actual protection. As a rule, the protective system conse- 
quently does cause a forced development of certain industries 
at the expense of all others. This condition is strikingly ex- 
emplified in the United States, where the exigencies of practical 
politics have led to all-around protection in form, while no 
country is farther from such a system in fact. Manufactures 
have unmistakably been developed in the United States at the 
expense of other industries, especially agriculture and com- 
merce. The farmer can therefore scarcely be blamed, if, having 
in mind his own class interest, he looks at the pending agree- 
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ment askance, fearing lest it shift the balance still more to his 
disadvantage. 

The fears of the farmer are, however, groundless, for the 
simple reason that protection does not protect, so far as he is 
concerned. If both manufactures and farm products are largely 
imported into any country an all-around protective tariff does 
actually affect the prices of both classes of products. This is 
the situation in Germany. On the other hand, if farm products 
are largely exported protection does not and cannot protect the 
farmer. This is the situation in the United States. The farmer 
in this country is burdened with higher prices for most articles 
which he buys for his family or uses on his farm owing to a 
high protective tariff on manufactures: but when he comes to 
sell his export crops he must accept the prices fixed by free 
competition in the world’s markets. In a word, the American 
farmer buys on a protection basis, but he necessarily sells on a 
free-trade basis, despite the protection which he is supposed to 
enjoy. The surplus exported cannot be sent out under the shield 
of any protective system. On the contrary, the price which it 
commands is fixed automatically on the exchanges of Liverpool 
or Hamburg or Antwerp by the balancing of the demand arising 
from all importing countries against the supply furnished by 
all exporting countries; and the world price thus fixed becomes 
the basis of the domestic price in all exporting countries. From 
the operation of this law there is no escape. It is indeed possible 
for a monopoly, under shelter of a protective tariff, to sell goods 
abroad cheaper than at home; this is a familiar practice of in- 
dustrial monopolies. There is, however, no Farmers’ Trust; 
and so long as monopoly is lacking in the production of farm 
products, the price of the whole supply will vary on the whole 
and in the long run with the price of the surplus or portion ex- 
ported, exactly as the water in several interconnected tanks will 
find a common level. It is therefore impossible to raise the 
price of export crops by import taxes; and it is of course equally 
impossible to lower the price of export crops by removing the 
tariff, whether this be done by a reciprocity agreement or other- 
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wise. Even though considerable Canadian wheat should enter 
the United States, it would affect the world price no more and 
no less than if exported directly to Liverpool; for there would 
be no more wheat in the world, nor any less demand for it, by 
reason of such movement, and the world price depends solely 
on the relation of demand and supply. However it may be with 
others, no man who actually tills the soil can be hurt by the loss 
of such a futile and fictitious protection. 

In opposition to these general considerations, however, it is 
urged that regardless of the world price several farm products, 
notably wheat, barley, and flaxseed, do actually command higher 
prices at Minneapolis than at Winnipeg; and it is assumed that 
the farmer would consequently receive lower prices under reci- 


procity. To deal with this connection, which concerns local 


rather than world prices, it is necessary to examine briefly the 
statistics of Canadian-American production and trade. 

In the first place, in order to obtain a true perspective, it is 
well to find out how much of the soil in the United States is 
planted to wheat, barley, and flaxseed, and how many of the 


farmers are concerned with these crops. The following figures 
are therefore taken from the Twelfth Census, the corresponding 
figures for 1910 not being as yet available. 
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FARMS ACCORDING TO PRINCIPAL SOURCES OF INCOME 
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From these tables it appears that in the United States as a 
whole, in 1900, only 7 per cent of the land included in farms 
was under wheat, barley, and flax, taken together; and that 
their combined value was only 9 per cent of the total value of 
farm products. These proportions are no doubt still smaller 
today, as several of these crops have lost ground relatively dur- 


ing the last decade. Moreover, it further appears that out of 
the 5,737,372 farmers in the United States, only 1,319,854 (or 
23 per cent) reported grain and hay as their principal sources 
of income: and since less than one-fourth of the land under 
grain and hay was planted 3 wheat, barley, and flaxseed, it is 


evident that less than one- of these 1,319,854 farmers 
(that is less than 6 per cent) had these three crops as their chief 
sources of income. These figures mean that in the United States 
as a whole, however it may be in certain sections, less than one 
farmer in ten has any material interest in wheat, barley, or flax- 
seed as a producer. On the other hand, all are interested as con- 
sumers—at least of wheat and flaxseed products. Assuming, 
therefore, that Canadian reciprocity would lower the prices of 
these products, it follows that the overwhelming majority of 
farmers in the United States would profit by the reduction. The 
proportion so benefited, moreover, must constantly increase with 
the decline of exclusive wheat culture and the advance of scien- 
tific agriculture. 
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Is it a fact, however, that reciprocity would lower the price 
of wheat to the producer? In this connection it must not 
be forgotten that wheat is more distinctly than any other cereal 
a world-commodity, whose price varies with every variation in 
the relation of demand and supply on the world market. The 
production and export of wheat since 1905 (as shown by the 
Year Book of the Department of Agriculture for 1909) have 
averaged as follows (the exports are exclusive of flour) : 
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It will be noted that the United States exports considerably 
more wheat than Canada, though a smaller part of the total 
crop. The exports from these two countries reach Liverpool 
about the same time of the year and, so far as they are of the 
same grade, must sell at the same price. Nevertheless, it is a 
fact that for some years prices at Minneapolis, and to a lesser 
extent also at Duluth, have ranged above prices at Winnipeg. 
This fact appears clearly in the following table which is con- 
densed from Table II, Sen. Doc. 847, 61st Cong., 3d sess. 
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The question is now squarely before us. Is this discrepancy 
in price due to the tariff on wheat or has it some other cause? 
One explanation has been advanced by Professor James D. 
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Boyle, who holds that the discrepancy is due to a statute of 
Manitoba, forbidding dealings in futures, which went into effect 
in 1908. This act had the effect of disrupting the grain trade 
of Western Canada, forcing grain buyers to carry their own risks 
and thus compelling them to insist on a considerably wider 
margin as an insurance against loss. This explanation is wholly 
in line with general economic doctrines and it is supported in a 
striking manner by a table of prices, compiled by Professor 
Boyle from commercial sources, which shows a marked widen- 
ing of the gap between the markets after July, 1908. It is 
greatly to be desired that the Tariff Board, which compiled the 
statistics quoted above, should investigate those given by Pro- 
fessor Boyle in order to confirm or amend its own statistics and 
to establish or else refute Professor Boyle’s very interesting 
hypothesis. 

Another explanation is that any condition which creates a 
local demand in excess of the local supply tends to raise the local 
price at times above the world price. Such an excess of local 
demand is certainly found at great milling centers. This effect 
is most marked at Minneapolis, which has consequently ex- 
ported little wheat of late years; and it is also somewhat in evi- 
dence at Duluth, which not only exports wheat but also ships 
large quantities to eastern milling centers such as Buffalo. 
Moreover, it can be shown statistically that such discrepancies 
occur as well within as between countries. According to the 
report of the Tariff Board (Sen. Doc. 849, Table VIII) the 
average farm price of spring wheat in Canada during 1910 
varied from 0.67 in Alberta and 0.80 in Manitoba to 1.19 in 
Quebec. In like manner, according to the Year Book of Agri- 
culture for 1909 (p. 447), the average farm price of winter 
wheat in the United States varied from 0.89 in Nebraska to 
1.05 in Missouri and 1.46 in South Carolina. Again, it appears 
from the same report of the Tariff Board (p. 97) that from 
1905-11 one-half the Minneapolis prices were less and one-half 
were more than 6 cents above the Winnipeg prices; while one- 
half were less and one-half were more than 7% cents above the 
Kansas City prices. During the same period the greatest dis- 











558 JOURNAL OF POLITICAL ECONOMY 


crepancy between Winnipeg and Minneapolis was 1734 cents, 
while it was 1834 cents between Minneapolis and Kansas City. 
In other words, both the absolute and the average discrepancy 
was greater between Minneapolis and Kansas City, where no 
tariff intervened, than it was between Minneapolis and Winni- 
peg. This discrepancy, moreover, is too great and too fluctu- 
ating to be explained as due to difference in grades. These facts 
certainly seem to show that whatever the explanation of such 
discrepancies may be, it is not the tariff; and that the removal 
of the tariff consequently could not obliterate them. In this con- 
nection it should be noted that the freight on wheat from Win- 
nipeg to Minneapolis is 14 cents a bushel, while the average 
discrepancy in price from 1905-11 was only 6 cents. Even with- 
out any tariff, therefore, wheat could not flow southward ex- 
cept at the relatively infrequent periods when the discrepancy 
in price exceeds 14 cents. 

Free trade in wheat between the United States and Canada, 
therefore, could at most check extreme speculative rises or 
corners in particular markets, by enlarging the basis of supply. 
Such speculative movements are in the nature of the case of 
very limited duration; consequently a check to such movements 
through the free admission of Canadian wheat could not do 
either of the striking and opposed things which some of the ad- 
vocates and some of the opponents of reciprocity predict. It 
could not benefit the consumer, since a considerable and pro- 
longed fall in the price of wheat is necessary to reduce the price 
of flour; nor could it damage the producer of wheat, since such 
local corners are of necessity engineered after the grain has 
largely left the farmers’ hands, so that the amount available can 
be calculated with considerable accuracy. The chief effect of 
reciprocity in wheat, so far as concerns price, would therefore 
be to maintain greater stability and diminish the violence of local 
speculative fluctuations. Such stability would certainly be of 
advantage to all concerned, except possibly the wheat speculators. 

Another benefit of reciprocity, and one which concerns di- 
rectly the farmer, is free admission of Canadian wheat for 
seed, which would add appreciably to the yield throughout the 
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spring wheat belt of the United States. A further advantage 
to the farmer as well as the miller would be the encouragement 
given to the milling industry on both sides of the border by 
access, in case of need, to larger and more reliable supplies of 
wheat. During recent years there has been a striking growth of 
the milling industry in Europe, especially in the west of Eng- 
land, accompanied by an equally striking decline of flour ex- 
ports from America. In 1903, for example, the United States 
exported 19.7 million barrels of flour; during the calendar year 
1910 the figures were 8.3 million barrels, a decline of more than 
50 per cent in 7 years. This change, by lessening the supply of 
mill feeds, is not less unfavorable to American agriculture than 
it is to the American and Canadian milling industry. A further 
development of milling in this country or Canada, on the other 
hand, would furnish more abundant and therefore cheaper mill 
feeds for stock and dairy farms. This effect would be especially 
important south of the boundary, since according to the report 
of the Tariff Board (p. 111) bran averages $2.50 and middlings 
$2.35 per ton cheaper at Winnipeg than at Minneapolis. Cheaper 
mill feeds are in fact one of the outstanding advantages of reci- 
procity for the American stock and dairy farmer. 

Further, the alternative of reciprocity, in the viewpoint of 
the Canadian farmer, is the Chamberlain plan of English prefer- 
ence. In that event the American farmer might not improbably 
have to face a discriminating duty at Liverpool of 15 or 20 cents 
per bushel in favor of Canadian wheat. Whether such a system 
would in the long run benefit the Canadian farmer may well 
be doubted ; but there is no doubt that it would spell disaster for 
the American farmer. 

Finally, it is maintained, especially by some of those inter- 
ested in the campaign for more intensive farming, that the 
wheat crop of the United States will soon be insufficient for 
domestic use. On the basis of this assumption some of the op- 
ponents of reciprocity, while admitting that the tariff on wheat 
has been a mere pretense hitherto, insist that it is now about 
to become a reality; in other words, that it will soon enable the 
wheat grower to collect tribute from all the rest of society, in- 
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cluding the nine-tenths of the farmers who grow little or no 
wheat. England and Germany, it is true, cannot grow wheat 
sufficient for their own use; but compared to them, the United 
States is in the early stages of agricultural development, with a 
relatively sparse population and great areas of untilled or poorly 
tilled land. As the demand for wheat increases with the growth 
of the wheat-eating population throughout the world, the price 
of wheat must rise—unless indeed the supply of wheat increases 
as rapidly as the demand, which is highly improbable. Every 
advance in price makes profitable the cultivation of poorer lands 
as well as the more intensive cultivation of better lands; conse- 
quently, the effect of a rising price is to expand both the area 
planted and the yield per acre. In these circumstances, no man 
can say what the potential wheat production of the United States 
may be, but it is beyond question immensely greater than the 
present crop. To oppose reciprocity on the ground that some 
day this country will be unable to grow sufficient wheat is 
therefore to reckon with a future which must be measured in 
generations if not in centuries. Certainly there is no evidence 
that the tariff on wheat has ever added a single cent to the in- 
come of any farmer in the United States, and there is just as 
little reason to believe that it can ever do so within the lifetime 
of any man now living. 

The case of barley is very similar to that of wheat, though 
the price is more largely a local than a world-price. Barley has 
been exported by the United States in considerable quantities 
since 1895, the annual shipments in recent years amounting to 
about 6,500,000 bushels. The imports, on the other hand, have 
been insignificant. In 1910, for example, the exports to Canada 
were 164,532 bushels, and that in spite of a tariff of 15 cents a 
bushel; while the imports from Canada were only 2,420 bushels. 
These figures scarcely suggest that the United States is in 
danger of being inundated by Canadian barley. It is true, in- 
deed, that prices at Winnipeg are from 7 to 17 cents lower than 
at Chicago; but it is also true that similar differences exist be- 
tween parts of the United States. For example the Year Book 
of the Department of Agriculture for 1909 contains the follow- 
ing statistics: 
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1908 





Average farm value of barley in Minnesota . 0.49 
Average farm value of barley in Missouri ' 0.63 





These differences between Minnesota and Missouri exist without 
any tariff, consequently there is no need of a tariff to explain 
or to perpetuate the difference between Winnipeg and Chicago. 
The explanation is simply that prices average higher in the vi- 
cinity of large malting centers because of the local demand, 
especially in the later winter and spring when the local supply 
is exhausted. 

Flaxseed, unlike wheat and barley, is rapidly ceasing to 
be an export crop and is therefore approaching a time when its 
price may actually be affected by the tariff. In 1900, however, 
flaxseed occupied only 2/10 of 1 per cent of the land in farms, 
and the proportion is smaller now: yet flaxseed must be used 
by all farmers in the form of paint. Flaxseed meal is also one 
of the best foods for live stock, especially dairy cows; and it 
sells considerably cheaper in Canada than in the United States. 
Even in Iowa, Minnesota, and the Dakotas, which grow the 
bulk of the flaxseed, there were at the Twelfth Census 189,090 
farmers interested chiefly in stock or dairy products, against 
68,226 who grew any flaxseed. That is to say, approximately 
three times as many were directly interested in lower prices 
as were interested in higher prices for flaxseed. The proportion 
may be four to one now, owing to the rapid advance of stock 
and dairy farming during the last decade: while in the country 
at large more than 99 out of every 100 farmers would profit 
by cheaper flaxseed. In these circumstances, the retention of a 
tariff on flaxseed would be a positive detriment to the farmers 
as a class. 

Moreover, flaxseed is essentially a frontier crop, being very 
hard on the soil, by reason (it is thought) of a bacterial infec- 
tion. It is therefore better suited to the newer lands of Western 
Canada; and the extension of flax culture there, with the right 
of free export to the United States, would be in the line of bet- 
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ter adjustment to natural environment and therefore of real 
economic progress for both countries. 

In connection with farm products other than wheat, barley, 
and flaxseed, the advantages of reciprocity to the American 
farmer are still more marked. This is true even from the view- 
point of the modern mercantilist who regards every export as a 
profit and every import as a loss, quite oblivious to the fact that 
the only reason why any nation should desire to export is that 
it may have the wherewithal to import articles which it can pro- 
duce less advantageously. In Canada, for example, the Hon. 
George H. Bradbury, M.P., has declared that as a result of the 
agreement “the farmers would be the worst picked people in 
Canada. Particularly it would strike a blow at the market 
gardeners and fruit growers.” Also the Hon. Clifford Sifton, 
M.P., a life-long Liberal who has left his party on the reciprocity 
issue, insists that the agreement “means ruin to the meat- 
packing, fruit-growing, and milling interests of the Dominion. 
The average prices of farm products are now better in Ontario 
and Quebec than in the United States.” Contrasting these 
views with similar prophecies of destruction, which some seem 
to think is to follow reciprocity on this side of the border, one 
is led logically to the conclusion that the only thing necessary 
to raise both countries to the highest pinnacle of prosperity is 
a tariff wall so high as absolutely and forever to prevent all 
commerce between them: or else that both sets of prophecies 
are vitiated by some fundamental error. Such an error is the 
assumption that whatever one side gains in commerce, the other 
loses. 

In the case of fruit and vegetables, there is indeed good rea- 
son to believe that the earlier and longer season in the United 
States would give fruit and truck farmers here an advantage at 
certain seasons: but this would be equaled by the benefit to 
the Canadian consumers, comprising not only all the city popu- 
lation, but also more than nine-tenths of the farmers who grow 
no fruit or vegetables for market. Moreover, it does not even 
follow that because producers on this side of the border would 
profit, therefore producers in Canada would lose. Assured of 
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a larger and therefore more reliable market, the producers in 
both countries could specialize more closely in the products for 
which soil and climate are most suitable. As a result, the pro- 
cession of shipping districts which now begins in winter with 
Florida and Southern California, and moves northward as the 
season advances, would be continued into Canada, which could 
then furnish supplies for both countries after the close of the 
shipping season farther south. The net result would thus be 
more economical production and larger profits for the producers 
in both countries, and at the same time more abundant and 
cheaper supplies for the consumers. Such a result is the normal 
advantage of a natural, as opposed to a forced and artificial, eco- 
nomic development—the normal result of working with nature 
instead of against her. 

Similar advantages may reasonably be attributed to reci- 
procity in animals and animal products, as may be inferred from 
the following figures published by the Tariff Board (Sen. Doc. 


849). 




















Horses Roky pwn Sheep Swine 
No. on farms U.S. (in millions) 21.0 21.8 47.2 57.2 47-7 
| Sree 2.2 2.8 ag 2.7 2.9 
Average value U.S........... 108.19 | 35.79 19.41 4.08 9.14 
Re rere 133.00 | 43.00 31.00 6.00 II.00 











As an agricultural country Canada consists of two very unlike 
sections—the eastern provinces, which carry on mixed farming 
and dairying, and the prairie section devoted chiefly to small 
grains: while between them stretches almost a thousand miles 
of rocky wilderness. From the east, dairy products, especially 
cheese, are largely exported to England. In Ontario there is 
also a small export of by-product pigs of the bacon type, and 
of fine cattle and sheep for breeding purposes. In neither sec- 
tion, however, is stock-raising of great importance owing to 
the relatively severe winters and the lack of corn for feeding 
purposes. In the three prairie provinces there are only 1.6 
million cattle other than dairy cows; and in all Canada from 
Winnipeg west, only 380,000 sheep against 7.3 million in Wyo- 
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ming alone. The shortage of dairy cows in the prairie section 
is equally striking: while of horsés there is a positive dearth, 
especially in view of the rapid extension of plow lands. As a 
result, during the calendar year 1910, despite a tariff of 25 per 
cent, the United States exported to Canada 25,604 horses valued 
at 3.2 millions of dollars. Taken together, these facts mean 
that Western Canada, being newly settled, is still in the stage 
of extensive and exclusive wheat culture, like many of the north 
central states a generation ago; and that under reciprocity a 
great export trade in animals and animal products would nat- 
urally arise between the northern states and Western Canada, 
to their mutual advantage. Such a trade, moreover, would 
react powerfully on agricultural conditions in the United States 
and hasten the transition from extensive grain farming, such 
as still prevails in parts of the Northwest, to a more intensive 
and scientific type of farming. 

Finally, there remain a considerable number of articles, whose 
admission free, or at reduced rates, would benefit the farmer 
chiefly as a consumer. Such are fresh, cured, and canned meats, 
fish, vegetables, and fruits; also wagons, agricultural imple- 
ments, motor cars, barbed wire, and rough lumber. The benefit 
of reciprocity would come not so much in the actual importation 
of such commodities from Canada, except fish and lumber, as 
in fixing a lower limit than exists at present to the exactions of 
the combinations which control most of these industries in the 
United States. Special importance attaches to free lumber. For 
the farmer it means better farm buildings and fences at less cost, 
and greater comfort in the home. It is indeed to be regretted, 
in the interests of the people of both countries, that the Canadian 
government did not see its way clear to include more manu- 
factured products in the agreement: but is it the part of wisdom 
to refuse a half-loaf merely because it is not a whole loaf? 

If the foregoing deductions are sound, it is clear that the 
American farmer could not be injured by Canadian reciprocity, 
but that, on the contrary, both the American and the Canadian 
farmer would profit largely from it as producers and also as 
consumers. Moreover, this conclusion is confirmed by expe- 
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rience, under the Reciprocity Treaty of 1854-66. It is a striking 
fact that when opposition to that treaty arose, its staunchest de- 
fenders were the farmers of the Northwest. Their opinions 
were voiced by Senator Hendricks of Indiana, Senator Howe 
of Wisconsin, and James W. Taylor of St. Paul, who had been 
appointed by the President to report on the working of the 
treaty, and who declared in his report that he had found no hint 
of opposition to the treaty anywhere west of Buffalo. 

The fundamental fact underlying the argument for reci- 
procity is that the benefits of commerce are ever mutual. Neither 
side gains at the expense of the other: both gain in that their 
wants are better satisfied through the exchange of products than 
if each country endeavored to produce everything needed for its 
own consumption. 

In spite of tariff barriers, a vast and constantly increasing 
commerce is even now carried on across the Canadian boundary, 
which argues that each country urgently needs many things 
which the other produces. Reciprocity, by removing or lower- 
ing these tariff barriers, would consequently tend to increase 
this mutually profitable commerce. Consider for a moment the 
location and characteristics of the two countries and it must be 
apparent that they are designed by nature for mutual dependence 
and benefit. They lie side by side across the continent, a distance 
of more than three thousand miles. No natural barrier sep- 
arates them. Each side of the boundary is found the same 
race, the same language, the same customs, the same ideals of 
social and political justice, even the same scale of wages and the 
same standard of living. However it may be as between Europe 
and the United States, the investigations of the Tariff Board 
leave no room for the claim that protection is necessary to 
equalize difference in wages between the United States and 
Canada: for between eastern Canada and eastern United States, 
western Canada and western United States, no material differ- 
ence exists (Report, 85-86). Each section of Canada, more- 
over, is by nature merely a portion of a geographic unit, of 
which the other part lies this side of the boundary. Thus the 
maritime provinces are physiographically a continuation of New 
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England, the St. Lawrence valley corresponds to the Hudson 
valley, the lands bordering the Great Lakes are alike on the 
North and the South, the prairies of Canada are indistinguish- 
able from the Dakotas, and the Pacific slope in Canada repro- 
duces the soil and climate of Washington. Except for the tariff 
walls which mark the boundary, commerce would flow back 
and forth along the lines of least resjstance, each physiographic 
province as a whole producing those commodities for which its 
advantages are greatest and buying from the others those com- 
modities which they in turn are best fitted to produce, precisely 
as occurs between the several sections of the United States. 

Massachusetts and Pennsylvania, Minnesota and lowa, 
Washington and Oregon have prospered without any tariff wall 
between them, or rather have prospered chiefly because of its 
absence: why not Canada and the United States? What magic 
power resides in a mere political boundary, when conditions of 
life are the same on both sides of it, to render necessary or bene- 
ficial an obstruction to commerce which no man will deny would 
be injurious between the several states of the union? The truth 
is that the same spirit and the same range of vision which de- 
mand a tariff wall between Canada and the United States would 
place a tariff wall between adjacent states, adjacent counties, ad- 
jacent townships, adjacent farms: for all these compete, yet at 
the same time and in a larger sense co-operate with one another, 
precisely as Canada and the United States compete and co- 
operate; and what is beneficial in the one case cannot prove in- 
jurious in the other. 

The whole question thus seems to resolve itself to this, from 
the viewpoint of the farmer, no Jess than of society at large: 
shall we have the courage to follow established economic princi- 
ples and extend to a neighboring and closely related country that 
commercial policy which has long been approved in our own 
domestic practice, or shall we suffer protection, like conscience, 
to make cowards of us all? 

EpwarpD VAN Dyke RoBINSON 
UNIVERSITY OF MINNESOTA 




















THE PROPOSED AGREEMENT AS VIEWED BY 
THE FARMER’ 


Few questions of great importance have been so unfairly pre- 
sented to the reading public as the one now under discussion. 
For this reason the efforts of this Economic Society to bring 
together the representatives of the many classes interested at 
this forum for full and free discussion of this subject must re- 
ceive the approval and praise of all who believe that right and 
justice should prevail. 

For some reason most of the magazines of our country and 
the great newspapers of our cities have refrained from publish- 
ing articles other than those favorable to this agreement. This 
is partly due to the false idea, which is general, that the farmers 
are making excessive profits and that they could well afford to 
sell their products for lower prices than have prevailed during 
the past five years. The Census of 1900 shows the average 
income of the Iowa farmer to be $1,600 while his investment is 
over $10,000. After deducting interest on his investment, taxes, 
hired help, making allowance for depreciation, etc., the farmer 
has left as wages for himself and family less than $600. The 
wife helps with the work of the farm, often husking a part of 
the corn; the children help with the farm work from the time 
they are eight years old, and seldom attend school except in 
the winter season after they are twelve years old. No one will 
dare say $600 is excessive wages for the farmer and his family 
for their year’s work. The Census also shows that the income 
and wage of the farmer in Iowa is greater than in any other 
state. The average gross income of the Illinois farmer in 1900 
was about $1,400. Some will say that prices were much higher 
in 1910. The Census reports are not complete for 1910, but 
taking such reports as are available from the Census and the 
reports of the secretary of the State Board of Agriculture of 
Iowa, I find the average income of the Iowa farmer for the 

*A paper read before the Western Economic Society, June 3, 1911. 
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year 1900 to be $2,100, and this includes poultry, eggs, and 
dairy products. His investment has nearly doubled; wages are 
about 40 per cent higher, and after making the necessary deduc- 
tions his net income, or rather the wage received by himself 
and family, is less than $800 per year. 

There are three points in this discussion to which I 
would cali your attention: (1) What is the agreement? (2) 
Who are asking for it? (3) What are the probable results? 

From the farmer’s viewpoint the word “reciprocity” as 
here used is a misnomer; there is nothing reciprocal or mutual 
about it. The chief purpose of this agreement is to reduce the 
price of farm products. These are the only products admitted 
duty-free through this agreement except fish and rough lumber. 
All manufactured products will continue to pay duties ranging 
from 20 per cent upward. 

The following articles by the terms of the agreement are 
duty free when moved from one to the other country: live ani- 
mals, poultry, eggs, dairy products, fruits, honey, fish, rough 
lumber, and grain including corn, wheat, oats, barley, etc. So 
far as I can learn this includes nearly every product of the farm. 

While wheat is on the free list the duty is still maintained 
on flour; while cattle and hogs are admitted free the duty is 
still maintained on dressed meat. This is done supposedly for 
the benefit of the miller and packer. If the purpose of this 
agreement is to reduce the cost of living, why not admit flour 
and dressed meat duty free? The consumer buys flour not 
wheat; meat not live cattle. Milling is largely a monopoly and 
the large mills fix the margin for milling. The packers are now 
under indictment for illegal acts in combining to depress the 
price of live animals and to exact excessive prices for their 
product. It is hard to understand why the miller and packer 
need protection more than the farmer. 

The President in his message of April 5, 1911, presents the 
issue squarely in these words: “We have so increased in popu- 
lation and in our consumption of food products and the other 
necessities of life, hitherto supplied largely from our own coun- 
try, that unless we materially increase our production we can 
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see before us a change in our economic position, from that of a 
country selling to the world food and natural products of the 
farm and forest, to one consuming and importing them.” 

Mr. James J. Hill, through his public utterances and maga- 
zine articles, has warned the people of this country that we were 
about to reach the point where we would not produce enough 
food to feed our population. The argument is freely offered 
that the farmer has received no direct benefit from the tariff. 
While this is true he has been promised that eventually he would 
receive a direct benefit. The lamented William McKinley made 
a tour of the West in October, 1894, to aid the Republican con- 
gressional ticket. His speeches were an appeal to the patriotism 
of the farmer and urged him to vote for the protective tariff 
in order that the manufacturer might pay better wages to his 
men; and that the farmer would be rewarded by a home market 
for his products at greatly enhanced prices. This has been the 
argument of all who attempt to justify a protective tariff to the 
farmers of this country. It is in the nature of a contract that 
has existed for years between the consumers and the farmers. 
Now that the home market is about to be realized, free food 
from Canada is demanded and this in spite of the fact that food 
is shown, by the report of the Lodge Senate Committee, to be 
much cheaper here than in European countries. 

The principal advocates of this so-called reciprocity are the 
following: The East and manufacturing districts by this means 
hope to get cheaper food; the large cities and especially those 
near the Great Lakes believe it will extend their trade with 
Canada; the railroads hope to haul the wheat from Canada to 
the United States and to return more manufactured articles from 
the states than are now shipped. The speculators who have in- 
vested in Canada lands believe it will largely increase the value 
of their holdings. Many others hope that through this agree- 
ment the farmer will be convinced that he shares none of the 
benefits of the protective tariff, but is required to pay excessive 
prices for what he buys; and after its passage he will be easily 
induced to vote for the destruction of the protective principle. 
The greater part of the advocates of reciprocity in the agricultural 
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states belong to this latter class. Some prominent newspapers 
advocate the adoption of this agreement hoping it will utterly 
destroy the protective tariff. 

That there is a general demand for cheaper food on the part 
of the consumer is not disputed, but the question to be met here 
is: Would it not be far better to reduce from the other end of 
the line than by depressing the price on the article as it leaves 
the farmer? Recent investigations of the Secretary of Agri- 
culture show that on an average the farmer gets only 50 per cent 
of what the consumer pays for the product. If the farmer’s 
price is materially reduced he will curtail production because 
lower prices will not justify the employment of labor at present 
high rates, and still larger numbers of farmers’ boys will be 
compelled to engage in commercial and professional occupations 
and the rural population will continue to decline. 

The chief reason for the decline in the rural population dur- 
ing the past ten years is the fact that the wages or profits of the 
farmer are less than those in other lines of business. 

Those who read the market pages of our great newspapers 
will not deny that the prospect of reciprocity has reduced the 
prices of grain. The following from the Chicago Tribune mar- 
ket notes, May 26, helps to explain the marked decline in prices 
of farm products in recent months: “Wheat in this country from 
a supply and demand standpoint is legitimately worth $1. Cana- 
dian reciprocity talk knocked from ten to fifteen cents off the 
price.” Now if talk alone will have this effect what will free 
interchange amount to ten years hence? 

It is not what Canada produces today that we need fear but 
the products of future years when the vast areas are under cul- 
tivation. Not many years ago the Dakotas grew no wheat. The 
possibilities of wheat production in Canada are immense. It is 
said that less than 10 per cent of any of the Northwest terri- 
tories is cultivated. These four territories have an area of over 
400,000 square miles; they are gently rolling, mostly prairie, 
with a virgin soil, fully as productive as the Dakotas, and an 
area eight times as great as the state of Illinois. 

The argument is advanced that free importation of Canadian 
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wheat will not reduce the price of corn; this is a mistake; nearly 
all of our wheat-growing land will produce corn equally as well; 
if the price of wheat is materially reduced the Kansas farmer 
as well as the Minnesota farmer will grow corn in place’ of 
wheat, and the price of corn will decline because of excessive 
production. It is also claimed that because Canada does not 
grow corn it will not compete with us in meat-production; but 
Ireland and Denmark are famous for their pork and send large 
quantities to England, yet they grow no corn. Canada will pro- 
duce pork with oats and peas and better than our own. It is 
true that Canada is taking large numbers of our horses; the de- 
mand would not be greatly increased because of this agreement, 
for every immigrant may take ten head, duty free, into Canada 
at the present time. The inevitable result that is to follow the 
settling of Canada with its cheap land, producing an abundance 
of hay and oats, will be to make Canada a large exporter of 
horses within ten years. 

Some persons urge this agreement because Canada is a near 
neighbor whose people speak a common language and have com- 
mon motives and by this means they hope to promote closer re- 
lations. If this is the purpose why not have free interchange of 
all commodities; why limit it to farm products? This same 
argument will apply with equal force to England; the means 
of communication are such that England is closer to a large part 
of the United States than Canada. 

There are no advantages offered to the farmers through this 
agreement; should it be adopted they will be compelled to con- 
tinue to sell in the lowest market in the world and buy in a mar- 
ket greatly advanced by the protective tariff. The farmers of 
this country consume about 40 per cent of the manufactures sold. 
The decline of prices of farm products will compel the farmer 
to curtail his purchases. These products are over 30 per cent 
lower today than the average price during the three preceding 
years. The products of the farms of Iowa for these years were 
worth nearly $500,000,000 annually. The farmers of Iowa will 
have about $150,000,000 less to spend this year than last. If 
the merchants of Iowa are wise they will not purchase over 60 
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per cent of the amount they purchased last year; the same is 
true of other agricultural states. .Thus the decline in price is 
sure to react upon the manufacturer and laborer. It will be seen 
that no class can escape the injury that is bound to follow an 
attack. on the prosperity of another class. In this question there 
is a direct conflict of interest between the agricultural classes 
and the manufacturing interests. 

If the manufacturers have reached such a condition that they 
must invade the world’s markets and must have cheaper food and 
cheaper labor, as was the case in England sixty years ago, they 
ought to be fair and say, We are willing to abandon our fictitious 
basis of values and will surrender our advantages under the pro- 
tective tariff in order that we may get cheaper food and cheaper 
labor. 

If the manufacturer is to receive the benefit of a protective 
tariff on his product ranging from 50 to 100 per cent it is en- 
tirely unjust to say that the tariff shall be removed from the 
products of the farm, for this is the effect of this agreement, 
and that the farmer shall be compelled to sell in a free-trade 
market and buy in a highly protected one, while on the other 
hand the Canadian may sell in our market if to his advantage 
and buy from Europe or Japan as he chooses. 

So long as we maintain a protective tariff it is manifestly 
unjust to say that the agricultural classes, over 35 per cent of 
our population, shall receive no benefits from this policy; that 
the reward of their labor shall be taken from them through an 
unjust tariff law and given to the more favored classes who en- 
joy protection. 

If the measure of protection is to be the difference between 
the cost of production at home and abroad with a reasonable 
profit added, why not apply this principle to food products. This 
principle applied to Canada, because of cheaper land and a virgin 
soil, would give us a protective tariff on food products of fully 
25 per cent. 

The farmer in the production of grain or meat combines 
capital, skill, and labor, just as the man who manufactures steel 
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rails, cloth, or shoes, and is justly entitled to the same measure 
of protection. 

We have just reached the point where the tariff will enhance 
the prices for farm products. The farmer is not getting as good 
pay for his labor as other classes. He does not create fictitious 
prices for his products through monopolies. It would be far 
better to produce our food at home and have our own farmers 
prosperous consumers, than to pay our money to the Canadian 
farmer for his product with no assurance that he will spend any 
part of such money for American goods. 

Our own farms will easily produce 50 per cent more food 
products than they are now producing if the consumer is willing 
to pay a reasonable price for them so that the farmer may 
expend a greater amount for labor. 

The consumers should be patriotic enough to demand food 
grown by our own farmers; reduce the excessive toll taken by 
the middlemen and increase the wealth and prosperity of our 
own states rather than lending their energies to develop north- 
west Canada. 

G. C. WHITE 


NeEvana, Iowa 
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The report of the Special Tax Commission to the forty- 
seventh General Assembly of Illinois, last January, again brought 
before that body the question of revising the obsolete revenue 
laws under which the state now collects its taxes. The expecta- 
tion of the people of the state—of the taxpayers, at least—was 
that the Assembly would take advantage of the opportunity to 
remove the out-of-date and hampering provisions of the state 
constitution which prevent the adaptation of the revenue laws 
to modern business conditions. That the present intolerable 
situation is largely the result of provisions in the constitution 
of 1870 which prevent classification of property is conceded, 
but before the situation can materially be altered the Assembly 
must first take action by submitting an amendment to the peo- 
ple for the removal of the restricting clauses. This the legis- 
lative body, in the session which came to a close in the latter part 
of last May, refused to do. On the other hand, while it is un- 
doubtedly true that the cause of much of the inequality in taxa- 
tion that exists today is the requirement in the fundamental 
law that all property shall be taxed in essentially the same man- 
ner, and by all of the taxing bodies that have jurisdiction over 
it, it is by no means certain that if the General Assembly were 
freed from these hampering requirements the state would be 
relieved of the evils of unjust taxation. The passage of tax 
laws that are theoretically just does not insure equitable taxa- 
tion unless the laws are enforceable and the proper machinery 
is provided for enforcement. And it is with the administrative 
side of the problem that Illinois has failed most signally to deal. 

The history of tax legislation in the state records a dis- 
tressing series of half-hearted, ineffectual attempts to strengthen 
the revenue system at its weakest points without a serious at- 
tempt at thorough reconstruction. Not only have the law- 
makers apparently been unwilling to make a_ systematic 
examination of the revenue system themselves, but they have 
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consistently refused to grant more than a slight consideration 
to the recommendations of those state officials whose duties 
enable them, through close contact with the system at work, 
to discover existing evils and to devise intelligent proposals for 
reform. Reform measures have been passed from time to time, 
but, if we are to judge from reports of administrative officials, 
since the adoption of the constitution of 1847 scarcely a law 
affecting the assessment of property for purposes of taxation 
has achieved the end its makers expected of it. Two reasons 
have been assigned for this general lack of effectiveness: that 
the measures were lacking in the essential provisions necessary 
to carry out the reforms proposed, and that the proper ma- 
chinery was not provided for their enforcement. A brief sur- 
vey of some of the more important attempts to obtain an equi- 
table revenue code will serve to indicate the proportion in which 
each cause assigned contributed to the failure of the laws. 
Those who have placed the greater part of the blame for 
the inequitable working of the general property tax upon its 
administrative failures have frequently asserted that the intro- 
duction of the township system of local government has been, 
in a large measure, responsible for the unworkableness of the 
tax in Illinois and neighboring states. That the extreme de- 
centralization of this system has made it more difficult to eradi- 
cate evils arising from the faulty work of local assessors is, 
perhaps, undeniable; but, in Illinois at least, lack of equality of 
assessment and the presence of favoritism in the valuation of 
property, as well as common carelessness and neglect of duty 
on the part of assessors, were matters of complaint before the 
introduction of township government had been made possible by 
the adoption of the constitution of 1847.1 The complaints that 
fill the reports of the Auditor of Public Accounts, who, in Illinois, 
has been the state official having the most to do with taxation, 
show that even when assessment and collection were in the hands 
of county officers, undervaluation of property was the rule and 
not the exception; that property was assessed at what the of- 
ficer valuing it thought was “about right”; and that the admin- 


* Art. VII, sec. 6, required the General Assembly to pass a law providing for a system of 
township government which might be adopted by a majority vote in any county. 
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istration of all revenue laws intrusted to county officials was, 
as a rule, slovenly. Nor do we find any statement in official 
reports that the counties which adopted township government 
were more delinquent than those that retained the more cen- 
tralized type of organization during the period of 1850-65, 
when the change was taking place. It seems clear, then, that 
during that period county assessment was not greatly superior 
to township assessment. It would be unfair to conclude from 
this, however, that unworkableness of the laws rather than lax 
enforcement by incompetent and. careless officials was princi- 
pally responsible for the dissatisfaction with the system then 
prevailing; but it seems fairly well established that county ad- 
ministration would not have been a form of centralization suffi- 
ciently effective to prevent the common disregard of the law 
into which local assessment has fallen. 

On the other hand, it is qhite evident that the mere passage 
of laws ordaining that property shall be assessed according to 
certain rules is a futile method of attempting to bring about 
justice in taxation, unless there is provided at the same time 
administrative machinery by which the execution of the pro- 
visions of those laws will be effectively and faithfully carried 
out. It is this fact that the law-making body of Illinois has 
either failed to comprehend or refused to regard. The consti- 
tution of 1847 provided that all property within the state, with 
some minor exceptions, should be assessed on an ad valorem? 
basis. Assessors were, therefore, required to value all property, 
both real and personal, at fair sale value. But in 1851 Governor 
French advised the General Assembly that specific provisions 
for assessment at actual values had wrought little or no im- 
provement in the haphazard work of local assessors ;? and the 
auditor, in his biennial report at the same session of the Gen- 
eral Assembly, expressed a similar opinion though he viewed 
the faults of the assessors charitably and asked a codification 


* Message of the Governor, Rep. to the 17th Gen. Assem. of IIll., 1851. 

> Art. IX, sec. 2, provided that “the General Assembly shall provide for levying a tax 
by valuation, so that every person and corporation shall pay a tax in proportion to the value 
of his or her property; such value to be ascertained by some person or persons to be elected or 
appointed in such manner as the General Assembly shall direct and not otherwise 
This section was copied almost word for word in the constitution of 1870. 
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of the revenue laws in order that they might be more easily un- 
derstood. He also expressed a, belief that an elaborate schedule 
for the listing of personal property would aid greatly in secur- 
ing correct assessment.* In common with the majority of the 
public officials of the time he had great faith in the efficacy of 
legal provisions as such. That those provisions might require a 
corps of expert and disinterested officials to carry them into 
effect seems never to have occurred to him. 

In 1853 the General Assembly, influenced no doubt by the 
insistent urging of the governor and auditor, passed an act pre- 
scribing most explicitly that all property should be assessed at 
its fair sale value. The duties of all persons concerned with 
the assessment were defined with precision and the listing 
schedule for which the previous auditor had asked was pro- 
vided.> But in the following year the auditor discovered to 
his surprise that a law explicit in its provisions was not all that 
was necessary to bring about the assessment of property at 
actual value. He complained that “such a valuation as the law 
contemplates had not been made”; and that this had been due 
to the conscious disregard of the law by assessors.* Two years 
later, in 1856, the same condition still existed, and the auditor, 
after explaining that the act of 1853 had accomplished little, 
made the following significant statement: “In my opinion it will 
be difficult to define the duties of assessors, or fix the rules for 
valuing property more clearly and more definitely than is done 
in the laws now in force. The wrong, then, must be in the ad- 
ministration of the law, not in the law itself.”* The source of 
the wrong was in the fact that the assessor adopted an imaginary 
standard for the valuation of property instead of following the 
legal requirement of fair sale value. The belief that other 
counties were assessed at lower rates, favoritism shown to 
friends and neighbors, and a general absence of a sense of re- 
sponsibility to the public were some of the things that con- 
tributed to bring about disregard of the assessment law. As to 
what ought to be done about it, Auditor Campbell was not quite 
clear, except that more efficient administration and a closer 


* Bienn. Rep. of Auditor, 1850, 24-25. * Bienn. Rep. of Auditor, 1854, 4. 
* Laws of Illinois, 1853, 35-56. 7 Ibid., 1856, 5. 
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following of the law were imperatively necessary if justice was 
ever to come into the system. One practical suggestion he did 
make in asking that a state board be created to equalize the dif- 
ferences in assessments between counties. The General As- 
sembly disregarded his report, however, and the plan for state 
equalization was not carried out until more than a decade later. 

As the tendency of the local assessors to undervalue prop- 
erty became more pronounced the total value of all property 
in the state on the assessment rolls increased but slowly, and, 
in fact, in the years 1859 to 1861 even declined slightly.® 
Finally, in 1867, after much insistence on the part of admin- 
istrative officials, the General Assembly passed a bill creating a 
state board of equalization. This was undoubtedly a move in 
the right direction, but again the measure was only a half-way 
reform; for the board created was not an effective instrument 
for the administration of the tax laws. The board was made 
elective, it was too large, and the members were required to 
devote only a part of their time to the work in hand. And the 
subsequent development of the committee method of equaliza- 
tion has prevented the fixing of responsibility. The act estab- 
lishing the board also redefined the duties of local boards of 
review and the law-makers apparently believed that they had 
created a contrivance for the automatic dispensing of justice. 
After the constitution of 1870 was adopted the powers of the 
board were extended to cover the assessment of railways and 
the capital stock of corporations, and several minor changes 
were made in their duties in respect to equalization. 

For a time the new machine worked well; the auditor ceased 
to complain about the inequality of county assessments and the 
dissatisfaction with the revenue system practically died out. 
But, in the latter part of the decade following the adoption of 
the constitution, discontent again arose and the tax system was 
assailed on every side. What had happened is weil described 
by Governor Oglesby in his message to the General Assembly 
in 1887. “It is a notorious fact,” he said, “that since, without 

* Bienn. Report of the Auditor, 1859-1865. 


* Public Laws of Illinois, 1867, tos-1o. One member of the board was elected from 
each senatorial district in the state. The sessions were limited to fifteen days. 
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exception, in every county in the state, assessors have departed 
from the rule of law to assess all property at a fair cash value, 
and have established a personal and vacillating policy of their 
own, by which property is assessed at about what they consider 
would be the ‘fair thing,’ not only has there been a growing dis- 
satisfaction with the law, but advantage has been taken of 
the vicious and unlawful procedure in vogue under it to lessen 
the value of all property, until the annual assessments have be- 
come almost disgraceful.’”?° This open violation of the law 
was excused by those practicing it, the governor asserted, by 
the common belief in each locality that every other locality was 
assessed at a lower rate than themselves. The provocation for 
this official denouncement of local assessment practice is appar- 
ent when we find that the total equalized valuation of all prop- 
erty in the state, valued by local assessors, declined from 
$1,209,574,387 in 1873 to $958,823,269 in 1876, and to $726,- 
834,820 in 1886, the last year for which the governor had data. 
Evidently the State Board of Equalization had accomplished 
little in the direction of assessment reform. The governor had 
also an explanation for this. ‘Twenty years ago,” he said, in 
the message previously referred to, “it was believed that a board 
of equalization would cure such a state of affairs in regard to 
assessments as exists today, and for a few years such seemed 
to be the effect. It was soon discovered, however, that where 
individuals made a return of their effects at an honest valua- 
tion, and generally others in the same locality did not, an in- 
crease of the county assessment by the State Board of Equaliza- 
tion resulted most injuriously to the honest tax-payer. It was 
not long under such discriminations before the whole people 
came to believe that the only sure method of self defense would 
be to fall into the universal custom of low rates of assessment, 
and come what might, they would be as well off as the rest.” 
The governor might have added that the inclination of each 
member of the board to favor the tax-payers in his district, and 
the lack of a permanent organization for the collection of data 
that would permit the board to make a scientific equalization, 
** Governor’s Message, Reports to the General Assembly of IIl., 1887, I, 11. 
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were almost as much responsible for the failure of state equali- 
zation as the irremovable differences of local assessments. The 
board could not be blamed for the decrease in the total state 
assessment, since the law prohibited them from increasing that 
total, and although they petitioned the General Assembly, in 
1889, for an amendment to remove this restriction, in order 
that sufficient revenue might be raised for state purposes with- 
out resort to an extremely high tax rate, no change was made in 
the law in this respect. 

In 1885 the General Assembly provided for the appointment 
by the governor of a Revenue Commission “to amend and re- 
vise the revenue laws of the State of Illinois, and to propose 
a revenue code that shall be just to all classes of property and 
in keeping with our complicated system of business and indi- 
vidual and corporate avocations” (sic). This commission, after 
holding numerous hearings, reported six principal defects in 
the existing system: (1) gross inequality in the assessment of 
similar kinds of property held by different persons and of differ- 
ent kinds of property regardless of ownership; (2) arbitrary 
and unjust operation upon individual assessments by the equali- 
zation of the state board; (3) the low rate of assessments in 
general; (4) the high rate of taxation permitted by law; (5) 
the inadequacy of existing methods of assessing “interests that 
have grown out of the refinements of modern commerce”; (6) 
“the want of an efficient and central supervision of the revenue 
laws throughout the state.’”?! The first four defects enumerated 
are, of course, found practically wherever the general property 
tax is employed, but the fifth and sixth grew out of the peculiar 
revenue system of Illinois at that time. 

The revenue code prepared by the commission was intended 
to remove these defects. The proposed act made many changes 
in the laws as they then stood, but among its numerous pro- 
visions four stand out as differing radically from previous 
regulations. The commission proposed to abolish township as- 


™ Report of the Revenue Commission Appointed under Joint Resolution of the Two Houses of 
the 34th General Assembly to Propose and Frame a Revenue Code, etc., p. ii. This report was 
submitted and filed with the Secretary of State in 1886 and was presented to the General Assem- 
bly in 1887. 
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sessment and place the entire local administration of taxation 
in the hands of county officers; it proposed to separate the 
sources of state and local revenue and confine the former to 
taxation of railroads, telegraph, telephone, express, and insur- 
ance companies. These taxes were to be assessed and collected 
by state officers. Provision was made for the distribution to 
the local bodies of any surplus that might be derived from the 
sources assigned to the state, and for the extension of a state 
levy upon the county assessment rolls if these sources should 
at any time prove insufficient to meet state needs. The com- 
mission proposed to reduce the maximum rate at which cities, 
counties, towns, and school districts might levy taxes, thus 
forcing them to require efficient assessment.’? Finally a per- 
manent, bipartisan, appointive tax commission with extensive 
powers of supervision over local assessment was substituted for 
the State Board of Equalization.'* A bill embodying these 
propositions, drawn by the commission, went to the Assembly 
with the recommendation of the governor and was reported to 
the house early in the session, but nothing ever came of it; 
and a convenient committee system prevented any fixing of the 
responsibility for its suppression. Various forces combined to 
defeat the measure. It was felt that certain of its provisions, 
those pertaining to the separation of the sources of state and 
local revenues especially, were radical and untried, and the 
inertia of the township system was against it. 

A critical estimate of the lengthy code proposed by the com- 
mission is beyond the scope of this paper. We may, however, 


™ The extremely radical nature of this proposal is evident from the following table show- 
ing the (then) existing minimum rates and those proposed by the commission: 


County purposes, on the one hundred dollars 

School pu , on the one hundred dollars 

Road and bridge purposes, on the one hundred dollars 
City and village purposes, on the one hundred dollars 


For county purposes other than road and bridge 
For city, town, and village purposes except school 
For educational purposes 
A — —— i 

or roads and bridges, inary purposes 
For all other purposes one-third the existing rate. 


—(Report of the Revenue Commission of 1886, v, xii-xiii). 
5 Ibid, ii, vi-xiv. 
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note that, while exception may be taken to the notion that more 
complete and more equitable assessment could be achieved by 
limiting the tax rates of municipal governments, and while the 
plan of separation of sources was open to question, the pro- 
visions for county assessment and a strong state tax commission, 
pointing as they did in the direction of more centralized admin- 
istration, were certainly deserving of better treatment than they 
received at the hands of the General Assembly. The governor 
again called attention to the report of the commission in his 
message in 1889 but no action was taken by the Assembly. 

After this failure, or rather refusal, on the part of the legis- 
lature to take definite action in regard to the reform of the tax 
system there followed a period of development of separate 
sources of revenue for state purposes through the assessment 
of fees upon insurance companies and corporations organized 
within the state. Then, too, as the state grew in wealth the 
amount of property subject to taxation increased and for a 
time there seems to have been no complaint of insufficient 
revenue. It is noticeable, however, that the rate of state taxa- 
tion, which had risen from 26 cents on $100 valuation in 1879 
to 53 cents in 1887, began after that year to decline, and by 1894 
had reached 31 cents. During the next three years the rate in- 
creased in a remarkable fashion and in 1897 the state officers, 
whose duty it is to apportion the amount required to meet the 
appropriations of the Assembly, found it necessary to levy 66 
cents on $100 valuation. It is, of course, not intended to try 
to show the relative burden of taxation by these figures, for 
the ratio of assessed to actual value during the period cannot 
be even approximately ascertained. In 1898 the Assembly 
sanctioned the previously existing undervaluation by authorizing 
the “assessed value” of the.property to be entered in the assess- 
or’s book as of one-fifth of its real value; in 1909 the “assessed 
value” was increased to one-third of the real value.’ 

After 1894 a new force was at work which eventually com- 
pelled the General Assembly to take measures to make the tax 
laws of the state more effective. This force was the rapid in- 


**A. M. Kales and F. M. Liessmann, Illinois Tax Laws and Decisions, 217-18. 
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crease in state expenditures. How rapid this increase has 
been is apparent from the statistics presented by the auditor. 
In the biennium ending September 30, 1890, warrants drawn on 
the treasury amounted to $6,898,874, being nearly two millions 
less than the amount drawn for the biennium 1872-74. For 
the two years 1894-96 the total state expenditure was $9,828,- 
655, and from this point the upward tendency became constant; 
the total reached $14,148,792 in 1902-4 and $19,195,414 in 
1908-10. 

Not only has this increase been rapid in the past, but it 
seems likely to continue in the future, as an examination of the 
distribution of the aggregate expenditure by purposes will show. 
The most important factor in bringing about the growth of state 
expenditure has, of course, been the increase in the population 
of the state. An increase of expenditures amounting to almost 
100 per cent in the period from 1896 to 1910 cannot, however, 
be explained as a result of increasing population alone. There 
are three directions in which state expenditures are increasing, 
and the objects for which these expenses are incurred are such 
that a considerable growth may be predicted in the future. In 
the first place, expenditures for charitable purposes have grown 
from $3,256,623 in the biennium 1896-98 to $6,211,469 in the 
biennium 1908-10; the cost of maintaining the general govern- 
ment at Springfield, under which is included the maintenance 
of what are generally called the executive, legislative, and ju- 
dicial branches, and the state boards and commissions, has risen 
from $2,217,291 to $4,686,031 in the same period. It will be 
seen that these two items have practically doubled their demands 
upon the revenues of the state, and while the expenditure for 
educational purposes has not increased so fast relatively, the 
absolute rise, from $3,032,830 to $5,259,719 in the same period 
has been considerable; and is all the more remarkable when it 
is taken into consideration that throughout this period the 
amount going to the common schools has remained at approxi- 
mately $2,000,000 for each biennium. ‘The increase has gone, 
in the main, for the building up of the state university and the 
normal-school system. 
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Demands upon the state for funds have, in the last decade, 
multiplied on every side. The number of state boards and 
commissions not only increases but the field of their action is 
being constantly enlarged, as in the case of the proposition in 
the present session of the Assembly to give the Railroad and 
Warehouse Commission regulatory control over such public 
utilities as gas- and electric-lighting plants, street railways, and 
waterworks. Institutions and services already established, be- 
cause of the extension of their functions, are constantly de- 
manding larger appropriations. In 1907, for instance, the 
board of control having in charge the charitable institutions, 
such as the hospitals for the insane, soldiers’ and sailors’ homes, 
and the schools for delinquent and defective children, recom- 
mended to the General Assembly appropriations aggregating 
more than two million dollars in excess of the amount appro- 
priated for the preceding biennium. And yet these recommenda- 
tions did not include expenditures for many of the improve- 
ments and extensions that the board believed must be provided 
in these institutions in the immediate future. The state uni- 
versity seeks continually larger appropriations, and, so long as 
the number of those who wish to take advantage of the oppor- 
tunities for learning which it offers increases, it must continue 
to do so. 

In order to obtain sufficient revenue to meet these constantly 
increasing demands a high rate of taxation has been necessary. 
And while fear of public disapproval on the part of the legis- 
lators has prevented the rate from attaining the figure reached 
in 1897, it has remained near 50 cents on the $100 valuation for 
about a decade. Attempts have been made to derive state 
revenue from separate sources, and under a complex system 
heavy fees have been collected from corporations and insurance 
companies. An attempt was made to tax the gross receipts of 
insurance companies by an exclusive state tax, which the courts 
defeated by deciding that such a tax could not exempt those con- 
cerns from local taxation. The grounds for this decision were 
found in Art. IX, sec. 10, of the constitution, which provides 
that the General Assembly shall “require that all taxable property 
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within the limits of municipal corporations shall be taxed for 
the payment of debts contracted under the authority of the law, 
such taxes to be uniform in respect to persons and property, 
within the jurisdiction of the body imposing the same 

The inheritance tax, first imposed in 1895, under the higher 
rates levied by the law of 1909, should become an important 
source of revenue, but it cannot be depended upon to furnish 
either a constant stream of revenue or to contribute more than 
a small part of the income needed by the state. Under the law 
in force prior to 1909, $701,837 was the largest amount col- 
lected from this source in any one year. 

As the constitution now stands, any increase of state expendi- 
tures must almost of necessity result in an added levy under 
the general property tax, all other practicable sources of revenue 
having been exhausted. In the past as burdens imposed by this 
tax have become greater the dissatisfaction with it has increased 
and in response to the demands for relief various attempts at re- 
form have been made. In 1898 an attempt was made to make 
assessment more effective by providing heavy penalties for neg- 
lect of duty, connivance at false schedules or evasions, on the 
part of assessors, and for false listing and evasion on the part 
of the tax-payer. Every taxable person was required to make 
out and swear to a schedule of his personal property. The act 
was a severe and stringent regulatory measure, and, if laws were 
in themselves of any efficacy in the matter of assessment, it 
would have resulted in excellent assessments. But, with the 
possible exception of those parts of the act which enabled Cook 
County to substitute a board of assessors for the old township 
assessment plan, the law made no material improvement in tax 
administration; therefore, the results obtained were not sub- 
stantial." The same complaints as to the escape of a large part 
of the intangible property and as to gross inequality between 
counties, which the State Board of Equalization seems powerless 
to prevent, continued. It is needless to recount the many. in- 
stances of injustice and inequality that occur as the law now 


*$See Raymond v. Hartford Insurance Company, 106 IIl., 329. 
“ Laws of Illinois. Extra Session of 1897-098, 34-54. 
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stands. They are the familiar evils encountered wherever the 
general property tax is relied upon to furnish state revenue under 
decentralized administration. 

When the General Assembly met in 1909 the dissatisfaction 
with the system was nearly universal. Progressive communities 
objected to a state of affairs that compelled them to pay a dis- 
proportionate share of the cost of maintaining the state gov- 
ernment as a penalty for keeping their assessment rate high in 
order to raise money for needed local improvements; farmers 
complained that agricultural districts were discriminated against 
in the practical working of the personal property tax; and finally 
much dissatisfaction was expressed because railroads and pub- 
lic-service corporations, it was asserted, were not paying their 
fair share of the taxes. Such were the conditions when the 
General Assembly late in the session authorized the governor 
to appoint a special commission to investigate the revenue sys- 
tem of the state and to recommend a plan for its revision. The 
commission was composed of men of various interests; John P. 
Wilson, of Chicago, was made president, and President James, 
of the University of Illinois, secretary. The time which the 
commission was able to give to the work in hand seemed to be 
insufficient for disentangling the confused mass of over forty 
years of planless, blundering legislation. Furthermore they rec- 
ognized, tacitly at least, that an effective revision of the revenue 
system could come about only after a thorough and painstaking 
study of the entire financial system of the state had been made 
by a body of experts. As a result no very striking recommenda- 
tions were presented in the majority report. 

The recommendations of the commission are of the nature 
of preliminary steps to a scientific and comprehensive reorgani- 
zation of the system, rather than specific advice on particular 
subjects. The majority report contemplates, in the first place, 
the abolition of the State Board of Equalization and the estab- 
lishment in its place of a permanent appointive tax commission ; 
and, secondly, an amendment to the state constitution giving 
the general assembly power to “classify for purposes of taxa- 
tion the various kinds of personal property, tangible and in- 
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tangible”; and to “provide special methods for taxing distinct 
classes of personal property, subject to the limitation that such 
taxes shall be uniform in regard to the property of each class.” 
The removal of the hampering requirements of the constitution, 
the commission pointed out, will permit the General Assembly to 
provide for such special taxes on personal property as are now 
used in Pennsylvania, or to establish a recording tax on mort- 
gages, such as is used in New York, or to tax corporations by 
any one of the several different methods now employed in this 
country. 

But while the commission indicated its belief that a consti- 
tutional amendment is necessary before any complete reform can 
be accomplished, they were also convinced that, even as the con- 
stitution now stands, there is much that the General Assembly 
might do for the betterment of the administrative side of the 
revenue system. The principal means of bringing about this im- 
provement in administration is, in their opinion, the substitu- 
tion of a tax commission for the State Board of Equalization. 
This commission would exercise the power of the present board 
in equalizing county assessments, and in assessing railroads and 
corporations organized under Illinois laws. But besides these 
duties the proposed commission would be empowered to pre- 
scribe the books and forms used by local assessors and to advise 
and instruct them in the performance of their duties; to hear 
and decide appeals from county boards of review; to appoint 
special assessors and to order the reassessment of districts 
where it is apparent that the original assessment is “not sub- 
stantially just”; and to prosecute delinquent officials and persons 
or corporations that disobey revenue laws or orders of the com- 
mission. The proposed commission would also have the usual 
rights of investigation granted to bodies of this sort. 

One member of the special commission, Mr. Harrison B. 
Riley, did not concur in the report, the substance of which is 
given above. He stated in a separate report that, while he agreed 
with the majority, in the main, the measures suggested by them, 
especially in respect to the administration of tax laws, were not 
“sufficiently far-reaching to furnish an adequate solution of the 
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tax problem in Illinois.” He believed that the central tax com- 
mission should be given power not only to appoint the local 
assessors, under civil service rules, but also to remove them for 
cause. Mr. Riley pointed out that an appointive officer is more 
likely to be competent and expert in the exercise of his duty 
than an elective officer; that the fear of losing their positions 
can rarely prevent appointive officers from enforcing the law 
while it may easily deter elective officers from doing so; and, 
finally, that an incapable and unfair appointive local assessor 
can be easily removed while one that is elective cannot. In 
short, the majority of the commission were favorable to cen- 
tralization of a mild type, while Mr. Riley wished to fix the 
responsibility upon a central authority and to carry the concen- 
tration of power to its logical conclusion. 

In the light of the experience of the state with previous re- 
form measures in taxation, all of which have failed to achieve 
the end toward which they were directed, principally because 
it has been practically impossible to secure their enforcement 
through local assessors, the recommendations of Commissioner 
Riley are particularly significant. 

No one would wish to minimize the fundamental defects of 
the personal-property tax, which are perhaps inherent; every- 
one recognizes the necessity for the classification of prop- 
erty for taxation. Again the superiority of state assessment 
over local assessment in the case of railroads and corporations 
is commonly conceded. In so far as its constitution has pre- 
vented Illinois from making use of taxes adapted to modern 
business organization both the legislative and the administrative 
branches of the government have labored under conditions that 
they could not alter, and they cannot, therefore, be held respon- 
sible for the results. On the other hand, the continued dissatis- 
faction with the property tax as it works out in practice, even in 
the comparatively simple matter of equality between persons in 
the same taxing district, cannot be explained on any other ground 
than administrative neglect and favoritism. The trouble has 
been correctly diagnosed at numerous times and by different 
state officers, but at no time has the General Assembly succeeded 
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in applying a curative. They have tried the listing system in 
requiring every property owner to make out a complete schedule 
of his personal property; they have tried the expedient of 
placing a severe penalty upon false declarations and evasion; the 
assessor has been given the doomage power; and in 18098 severe 
penalties were placed upon wilful neglect of duty, or connivance 
at fraud, by assessors. The dictum of Auditor Campbell in 
1856 that “The wrong, then, must be in the administration of 
the law, not in the law itself” has been reiterated by state offi- 
cials in one form or another ever since that time, but the obvious 
remedy of applying more efficient administration has been con- 
sistently ignored by the legislature. Tax laws, like all other 
laws, must depend for their efficiency upon the ability and in- 
tegrity of the officers that administer them. And when it has 
been demonstrated by more than half a century of administrative 
failure that assessment of property for the purposes of taxation 
by the present type of local officers is highly unsatisfactory, it 
seems almost too obvious to need statement that reform must 
do away with the present decentralized system. 

The general property tax has never been given a fair trial 
in Illinois. That is, however bad the undifferentiating tax levied 
upon all forms of property may be in theory, there has been no 
state-wide enforcement of the tax that could furnish conclusive 
proof of its essential unworkableness. For instance, taxation 
of moneys and credits under the present system amounts almost 
to confiscation, for property discovered, but this would no longer 
be the case if real estate and other personal property were as- 
sessed at actual values, or the prescribed percentage of actual 
value. This instance illustrates the fact that much of the present 
agitation for separation and for substitutes for the personal- 
property tax, on the ground that our present system has entirely 
broken down, is in reality directed against the administrative 
organization and not against the tax itself. To assert that the 
personal-property tax is bad, as now enforced in Illinois, is a 
commonplace, but it by no means follows that it is so bad that 
if administered by a centralized system, such as Commissioner 
Riley suggests, it would still fail to render substantial justice in 
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a majority of cases. The substitution of expert civil-service as- 
sessors, working in accordance with a uniform systematic plan 
of assessment, for the present haphazard method of local assess- 
ment might be expected to remove a great part of the defects 
in the working of the general-property tax. That some classifi- 
cation would still be desirable is, of course, obvious. 

The report of the special tax commission contains two plans 
for relieving the present situation and for providing efficient ad- 
ministration of the laws. The majority report apparently favors 
a central tax commission with power of advisory supervision 
over the local assessor and with the added right of requiring the 
reassessment of any district that in their judgment suffers from 
unjust and inequitable valuations. The minority report by Com- 
missioner Riley suggests a more radical measure in urging that 
the entire assessment system be placed in the hands of the central 
tax commission which is responsible to the governor alone. 
Which of the two plans is the more expedient politically may be 
a matter of doubt, but that the latter would secure the more 
thorough enforcement of the assessment laws is hardly open to 
question. Yet political bias and the democratic aversion to 
bureaucracy is so strong that there is little hope of its becom- 
ing a law in the immediate future, although previous attempts to 
improve the tax system of the state show conclusively that it 
strikes at the very root of the lax administration that has been 
one of the principal sources of the admitted failure of the 
property tax. 

What action will be taken by the General Assembly in the 
matter of revising the revenue system of the state at its next 
session is, of course, impossible to predict. During the present 
session neither the recommendation of the Special Commission 
for a permanent tax commission nor the proposed constitutional 
amendment was favorably acted upon. The former was given 
very scant attention and the latter was voted down during the 
closing hours of the session. 

F. B. GARVER 
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WASHINGTON NOTES 


THE STANDARD Ort DECISION 

THE Topacco DECISION 

PROGRESS WITH RECIPROCITY 

REFORMING THE WOOL TARIFF 
REORGANIZATION OF THE STATE DEPARTMENT 
LuatiInc BANK ORGANIZATION 


Probably the most important decision handed down by the federal 
Supreme Court within the last few years is the opinion in the 
Standard Oil case, delivered by Chief Justice White on May 15 
(Supreme Court of the United States, October Term, 1910, No. 
398). This has now been printed as a Senate document for general 
distribution (Sen. Doc. No. 34, 62d Cong., Ist sess.). The general 
finding of the court is adverse to the Standard Oil Company and 
in favor of the government, the company being directed to dissolve 
within six months on the ground that it is a combination of the 
kind properly to be held illegal under the Sherman anti-trust law 
of 1890. While, however, very widespread interest has been ex- 
cited by the facts reviewed in the finding and by their effect on 
the stock market, the controlling interest is undoubtedly expressed 
in the general legal foundations of the decision, and the position 
assumed by the court therein. Briefly stated, the court’s view is 
that the Sherman anti-trust act, in prohibiting every combination 
in restraint of trade, is simply a statutory statement of the common 
law, and when interpreted in the light of common-law precedents 
amounts merely to a prohibition of every unreasonable or improper 
combination in restraint of trade. This then places on the court 
itself the duty of determining when and under what circumstances 
a combination is actually in restraint of trade in the sense referred 
to by the law. Perhaps the most significant passage of the decision 
bearing upon this new and pregnant doctrine is that in which the 
court undertakes to justify its interpretation of the act and in so 
doing offers the following defense: 
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When the second section of the act is harmonized with and made, as 
it was intended to be, the complement of the first, it becomes obvious that 
the criteria to be resorted to in any given case for the purpose of ascertain- 
ing whether violations of the section have been committed is the rule of 
reason guided by the established law and by the plain duty to enforce the 
prohibitions of the act and thus the public policy which its restrictions were 
obviously enacted to subserve. And it is worthy of observation, as we 
have previously remarked concerning the common law, that although the 
statute, by the comprehensiveness of the enumerations embodied in both 
the first and second sections, makes it certain that its purpose was to pre- 
vent undue restraints of every kind or nature, nevertheless, by the omission 
of any direct prohibition against monopoly in the concrete, it indicates a 
consciousness that the freedom exercised was the most efficient means for 
the prevention of monopoly, since the operation of the centrifugal and 
centripetal forces resulting from the right to freely contract was the means 
by which monopoly would be inevitably prevented if no extraneous or 
sovereign power imposed it and no right to make unlawful contracts having 
a monopolistic tendency were permitted. In other words, that freedom to 
control was the essence of freedom from undue restraint on the right to 
contract. 


While the Standard Oil decision and particularly that phase of 
it which has been especially set forth in the foregoing language 


was received with more than a little satisfaction by those business 
interests which had feared a “narrow interpretation” of the statute, 
and while consequently the depressed state of prices on the stock 
markets of the country gave way to an active upward movement, 
the optimism thus shown was speedily superseded by a calmer and 
more reflective frame of mind. It was seen that the real future 
of the industrial combinations of the country was dependent under 
the Standard Oil decision upon two essential factors: (1) whether 
or not the national administration would or would not undertake 
prosecutions against the concerns which are on the border line of 
doubt as to their legality; and (2) whether the courts, and ulti- 
mately the federal Supreme Court, would or would not adopt a 
severe attitude with respect to their “reasonableness” or “unrea- 
sonableness.” It was recognized that the adverse finding in the 
Standard Oil case threw no light upon the latter factor, inasmuch 
as, if the Standard Oil Company were not found in violation of 
the Sherman Act, there would probably be few, if any, corporations 
which would thus be in violation. Interest in the finding in the 
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American Tobacco Company case, the companion suit to the Stand- 
ard Oil case, was therefore redoubled. 


A decision in the American Tobacco Company case was handed 
down on May 29, two weeks after the judgment in the Standard 
Oil case (October Term, 1910, Nos. 118 and 119, Sen. Doc. No. 
40, 62d Cong., 1st sess.). In this, a point of view even more severe 
toward the defendant corporation than in the Standard Oil case was 
adopted. The court ordered the concern dissolved and brought into 
conformity with law, holding that it also was unmistakably a com- 
bination in violation of the spirit of the Sherman Act. The growth 
of the American Tobacco Company is thoroughly familiar to stu- 
dents of the development of American capitalism and the Supreme 
Court’s review adds nothing new to financial history. Nor is there 
anything in the decision by way of reasoning which makes it differ- 
ent from, or superior to, that in the Standard Oil case. A notable 
and unique feature of the decision, however, is found in the sug- 
gestion that the combination could be brought into a position hon- 
estly in conformity with existing law, and that in so doing it must 
be guided by the orders of the lower court before which the cause 
was originally urged. This idea was expressed in the following 
salient words: 


We must approach the subject of relief from an original point of view. 
Such subject necessarily takes a twofold aspect—the character of the per- 
manent relief required and the nature of the temporary relief essential to 
be applied pending the working out of permanent relief in the event that it 
be found that it is impossible under the situation as it now exists to at once 
rectify such existing wrongful condition. In considering the subject from 
both of these aspects dominant influences must guide our action: (1) The 
duty of giving complete and efficacious effect to the prohibitions of the 
statute; (2) the accomplishing of this result with as little injury as possible 
to the interest of the general public; and (3) a proper regard for the vast 
interests of private property which may have become vested in many per- 
sons as a result of the acquisition either by way of stock ownership or other- 
wise of interests in the stock or securities of the combination without any 
guilty knowledge or intent in any way to become actors or participants in 
the wrongs which we find to have inspired and dominated the combination 
from the beginning. Under these circumstances, taking into mind the com- 
plexity of the situation in all of its aspects and giving weight to the many- 
sided considerations which must control our judgment, we think, so far as 
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the permanent relief to be awarded is concerned, we should decree as fol- 
lows: First, That the combination in and of itself, as well as each and all 
of the elements composing it, whether corporate or individual, whether con- 
sidered collectively or separately, be decreed to be in restraint of trade and 
an attempt to monopolize and a monopolization within the first and second 
sections of the anti-trust act. Second, that the court below, in order to 
give effective force to our decree in this regard, be directed to hear the 
parties, by evidence or otherwise, as it may be deemed proper, for the pur- 
pose of ascertaining and determining upon some plan or method of dissolv- 
ing the combination and of recreating, out of the elements now composing 
it, a new condition which shall be honestly in harmony with, and not re- 
pugnant to, the law. 


The significance of the finding was promptly seen in the ex- 
pression of the opinion by financial interests that there had now 
for the first time been afforded to them a definite means of ascer- 
taining how and by what process they might bring themselves into 
conformity to law, inasmuch as it would now be the duty of the 
lower court to pass upon the remedies suggested by attorneys for 
the company. That this is actually to be a means of supplying such 
a mode of determination as has been sought by the capitalistic 
combinations is indicated by the fact that, since the Tobacco de- 
cision was rendered, officers of the government have referred in- 
quiring representatives of corporations to the proceedings shortly 
to be instituted in the federal court for the southern district of New 
York, there to learn by what means it would be practicable for the 
American Tobacco Company to reorganize in a form not obnoxious 
to the spirit of the Sherman Act. Apart from the immediate effect 
of these decisions upon the stock market, which has been favorable, 
the anti-trust situation in Congress has been somewhat clarified, 
the issues on either side standing out with decidedly greater clear- 
ness than at any time in the recent past. The so-called “conserva- 
tive” element in Congress now takes the view that the anti-trust 
situation has been reduced to a satisfactory position, inasmuch as 
the question of reasonableness can be determined by the courts, and 
inasmuch as the two decisions in question have shown a strong 
disposition on the part of the federal tribunal to protect the rights 
of the public in the most positive manner. On the other hand, 
radicals in the Republican party, and the main body of the Demo- 
crats are disposed to argue that the determination of the reason- 
ableness of a corporate enterprise cannot properly be left to the 
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courts to adjudicate. They urge that the Supreme Court, by tak- 
ing this burden upon itself, has practically read a new provision 
into the law, and thereby in some measure usurps the power of 
Congress. Such radicals seem inclined further to urge two entirely 
distinct and alternative methods of legislation under the given con- 
ditions. One of these would be the revision of the Sherman Act 
in such a way as to make it apply to all contracts in restraint of 
trade, specifically mentioning both those which are, and those which 
are not, reasonable. The other alternative is the assumption by 
Congress of the authority to fix prices and rates of dividends in 
all those cases where a commodity has been monopolized in whole 
or in large measure by a capitalistic combination. The first sug- 
gestion repels the majority of students by reason of its essentially 
absurd character; while the second repels in even greater degree by 
its profoundly radical and “state-socialistic” tendencies. That nothing 
can or will be attempted in the way of anti-trust legislation at 
the current session of Congress, and probably not until after the 
next presidential election is the evident indication of the decisions, 
and of the state of feeling in Congress that has grown out of them. 
The business world, while awaiting with intense interest the action 
of the New York court in the Tobacco case, and while looking 
anxiously to the federal administration for a declaration of policy 
on the trust question, is plainly much relieved by the nature of the 
decisions on both of these cases. 


As a result of long-protracted hearings before the Senate Fi- 
nance Committee the Canadian reciprocity agreement has been ad- 
vanced another important step, being reported by the committee 
on June 13 to the full Senate. This places the measure before the 
upper chamber for final debate. While reporting the bill, however, 
the committee has struck a severe blow at it by adding an amend- 
ment. In the original form in which the bill carrying into effect the 
Canadian agreement was passed by the House of Representatives 
at the last session of Congress, the Ways and Means Committee 
made a slight change of the terms that had been used in drafting 
the measure in the State Department. The State Department draft 
of the bill would not have allowed for reciprocity in print paper 
until after all the Canadian provinces had removed their restric- 
tions upon the exportation of wood pulp made of wood grown on 
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“crown,” or public, lands. The Ways and Means Committee so 
altered this provision as to permit free introduction of print paper 
into the United States in all cases where it had been manufactured 
of wood pulp made from wood cut in private lands free of the ex- 
port restrictions. Inasmuch as a large proportion of the paper 
is so made, the change was desired by the administration on the 
ground that the advantage thus given to the owners of private 
lands would have enabled the government to use some leverage to 
induce the Canadian provinces to remove the export restrictions 
applying to the wood cut on “crown” lands. That this leverage 
would have been considerable is the general belief. The Senate 
Finance Committee has not been willing to allow so much latitude 
to the administration, however, but has added an amendment offered 
by Senator Root of New York providing that no paper shall be 
admitted free to the United States from Canada unless reciprocity 
in print paper shall first have been established between the two 
countries. While admitting that this amendment does not put the 
agreement in jeopardy, because of the fact that it is in conformity 
to the terms of the original agreement, the alteration is regretted by 
the friends of reciprocity, not only because of the narrowing effect 
of the amendment, but also because of the fact that difficulties will 
be produced in conference committee owing to the difference in 
form between the reciprocity bills as passed by the two houses. 
Moreover, the change may open the way for other amendments in 
the Senate which might conceivably cause serious trouble in secur- 
ing the ultimate ratification and acceptance of the agreement by 
the Canadians. The long-drawn hearings before the Finance Com- 
mittee, while developing no material of broad economic importance, 
have resulted in bringing together a large mass of data illustrating 
the conditions which exist in a few important industries in the 
United States (Hearings; Senate Finance Committee, 62d Cong., 
Ist sess.), These are largely either paper-making in its various 
branches or agricultural industries of various classes. 


While the reciprocity contest has been in progress in the Senate 
an important step has been taken in the House of Representatives 
by the reporting of the so-éalled “Underwood” wool tariff revision 
bill. This bill (H.R. 11,019) represents the result of some two 
months of struggling on the part of Democratic leaders to bring 
about an agreement among the different factions within the party 
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as regards the revision of the duties on wool and woolens. The 
fundamental feature of the bill is the change from specific duties 
on raw wool running as high as 11 cents per pound to an ad valorem 
duty of 20 per cent, estimated to be equivalent to about 5% cents 
per pound. With this is coupled a general reduction of about 50 
per cent in the rates of duty on fabrics. The anticipated results 
of the proposed bill may be represented in comparative form about 
as follows: 








Present Act: Proposed Act: 
Results for Year Ending} Estimated Results for a 
June 30, 1910 12-Month Period 





Raw wool: 


$47,687,293. $66,991,000.00 
21,128,728. 13,398,200.00 
oO. 


Average unit of value, per pound 
Equivalent ad valorem rate: percentage 44. 
Manufactures of wool: 
33,057,958. 
20,776,121. 27,157,800.00 
Equivalent ad valorem rate: percentage go. 42.55 





Total revenue $41,904,850. $40,556,000.00 











In reporting on the effect of the new wool and woolens bill 
(H.R. report No. 45, 62d Cong., 2d sess.) Mr. Underwood and the 
Committee on Ways and Means have offered very severe criticism 
of the present tariff on woolens, saying that it is not only unjust 
to the consumer but disastrous to that branch of the trade which 
manufactures “woolen” as distinct from “worsted” cloth—a point 
of view amply borne out by the facts as revealed in the course of 
the past few years. Apart from the change from specific to ad 
valorem rates of duty probably the most significant alteration made 
by the new measure is seen in the changes affecting the so-called 
compound duties on the manufactured products. Of these the 
committee says: 


The compound duties on manufactures of wool, which are such an im- 
portant characteristic of the present Schedule K, appear first in the duties 
on tops and then in those on yarns and all of the other manufactures of 
wool throughout the schedule. The object of these compound duties is to 
provide a duty in two parts and for two especial purposes. The first pur- 
pose is to “compensate” the manufacturers for the duties levied on the 
raw wools, the materials for all the manufactures. It is taken for granted 
that the manufacturers have paid the amount of the duties on the raw wools 
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entering into their additional cost of domestic wools. The first purpose of 
the duty on the manufactured article is to “square” or “compensate” the 
manufacturers for the burden involved in the duties on their raw materials, 
and this is done by the first or specific part of the compound duty. As the 
duties on the raw wools are specific, the compensatory duties must be spe- 
cific also, and thus the evil and injustice of the specific duty is carried 
along into, and compounded and multiplied in, every other article into which 
the article specifically taxed enters as a material. The specific duty breaks 
down entirely as a medium for carrying compensation. The use of it in- 
volves the necessity of a definite and fixed ratio between the burden or 
amount of the tax on the material when worked up into the finished or partly 
finished product. The conditions among materials and methods of manu- 
facture make it impossible to establish any ratio which shall be fair and 
equitable in all cases and circumstances The bill H.R. 11,019 provides, 
in paragraph 4, that all yarns made wholly or in part of wool shall be sub- 
ject to the uniform rate of 30 per cent ad valorem. As the rate provided 
for raw wool, whether unwashed, washed, scoured, or in any other condi- 
tion, is 20 per cent, the manufacturers of yarns will have a margin in the 
rate on their products over the rate paid on the highest as well as the lowest 
condition of unmanufactured wool. 


Secretary Knox of the Department of State has given the first 
public information thus far furnished concerning the reorganization 
of the Department of State in a document issued for general dis- 
tribution on May 21 in which he reviews the changes that have 
taken place since he first undertook the duty of putting the depart- 
ment upon its present basis. Reorganization has been effected by 
creating certain new places in the department and reassigning the 
duties under them. A director of the consular service has been ap- 
pointed to take charge of all matters relating to consular reports, 
consular assignments of duty, and the like. To a resident diplo- 
matic officer and counselor of the department respectively have 
been assigned various duties of a legal character and of a general 
diplomatic nature. Divisions with appropriate names have been 
organized and directed to take charge of the work naturally falling 
within their spheres. In a new “Division of Latin-American Af- 
fairs” have been centered all subjects relating primarily to trade 
with South and Central American countries; a “Division of Far 
Eastern Affairs” has been given similar duties pertaining to the 
Orient, and in a “Division of Near Eastern Affairs” have been 
placed those questions that relate to Turkey, the Balkan States, 
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Greece, and adjacent countries. Two “commercial advisers” have 
been appointed as adjuncts to the Bureau of Trade Relations and 
other similar additions have been made to the staff in other di- 
rections. One object of the various alterations has been to secure 
by diplomatic intervention the same kind of recognition for Ameri- 
cans who wish to invest capital in foreign countries that is secured 
by European governments for their citizens. 


Strong efforts are being made by the federal authorities to check 
the unnecessary growth of the national banking system. Comp- 
troller of the Currency Murray has already sought to do what he 
could in this direction, refusing charters to banks organized under 
speculative auspices or in places where there was probably not 
enough business for additional banking capital. Mr. Murray is 
now taking further steps in the same direction. In a “circular” 
issued to bank examiners and numbered 68 he has placed the cost 
of making a local examination preliminary to the granting of a 
new charter upon the applicants for the charter. At the same 
time, the comptroller has formulated new and much more elaborate 
instructions intended to guide the examiners in forming a judg- 
ment whether the organizers of the new bank are responsible in 
character and are at the same time men likely to be able to live up 
to the requirements of the national banking law, as well as able to 
meet the double liability of stockholders and other obligations of 
similar kind. It is probable that this new set of instructions, taken 
in conjunction with the restrictions already in existence, will con- 
siderably limit the addition of small banks to the national system. 
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Public Ownership of Telephones on the Continent of Europe. By A. N. 
Hotcomse. Harvard Economic Studies, Vol. VI. Boston and New 
York: Houghton Mifflin Co., 1910. 8vo, pp. xx+482. $2.00 net. 


Dr. Holcombe has written a thorough and painstaking study of the develop- 
ment of public telephone systems in the principal countries of continental Eu- 
rope. The author has not approached his subject with any prejudice in favor 
of or against public ownership; but he does test the results from the point of 
view of the community as a whole. His information is taken largely from 
official documents and reports, the publications of semiofficial bodies, such as 
associations of municipal officials and chambers of commerce, technical publi- 
cations, and personal interviews. This material, collected during two years 
abroad, hgs been thoroughly digested and is presented in a clear and orderly 
fashion. 

After a short introduction on the origin of European state telegraphs, Part 
I deals in detail with the public telephone system of Germany; Parts II and III 
give a less extended discussion of the conditions in Switzerland and France; 
Part IV presents a brief summary of public telephones in a number of other 
countries, with chapters on comparative telephone rates, comparative telephone 
development, and a concluding chapter on the economy of public ownership. 

In the parts dealing with Germany, Switzerland, and France, there is dis- 
cussed at some length, not only the origin and general development of the tele- 
phone systems in these countries, but also the technical progress, the relations 
between the telephone and other branches of electrical industry, the changes 
in rate policy, and the labor situation. 

The main facts in the development of public ownership of telephones may 
briefly be noted. In Germany and Switzerland the introduction of the telephone 
was undertaken from the beginning by the government telegraph authorities. 
In all the other European countries private ownership was the original policy. 
But as early as 1889 France adopted the policy of public ownership, followed 
soon by Belgium, Austria, and Hungary, and later by Italy, while the transition 
is now under way in the Netherlands, Norway, and Sweden. Only Spain and 
Denmark still continue the system of private ownership. 

Various causes and local conditions led to this general movement toward 
public ownership of telephones in continental Europe. But Dr. Holcombe finds 
that, underlying the diverse arguments and local events, one circumstance was 
decisive. “That was the ownership of the telegraphs by the government. No 
country was able to retain the possession of its telegraph system and at the 
same time leave the telephone in private hands. The conflict of interest was 
too sharp. No country cared to abandon its telegraphs; therefore, it was com- 
pelled to acquire the telephone.” 

In regard to the success or failure of government ownership of telephones, 
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Dr. Holcombe finds that “the nearest approach to a general statement that can 
be made is that in some countries public enterprise has bungled miserably in 
the telephone business, and that in others public enterprise has not bungled at all. 

“The German and Swiss telephone authorities have maintained a telephone 
service that has been both adequate in quantity and satisfactory in quality. The 
Germans originally established a schedule of rates that was reasonable under 
the existing conditions, and although for a period, in consequence of the subse- 
quent changes in the character of the demand, that original schedule fell out of 
accord with altered conditions, it was ultimately subjected to a succession of re- 
forms, designed to readjust the rates to the new conditions and on a basis calcu- 
lated to enable the community to derive the maximum utility from its telephone 
system. The Swiss secured a wider and more prompt utilization of the tele- 
phone than occurred anywhere else on earth, led the way in the substitution of 
measured service for unlimited service, and have ever operated a technically 
sound system at rock-bottom rates. The French telephone authorities, on the 
other hand, have not succeeded in maintaining either an adequate quantity or a 
satisfactory quality of telephone service, nor in establishing their rates on a 
reasonable basis.” 

In the course of the discussion it is shown that the public telegraph authori- 
ties on the continent of Europe employed their authority to retard the intro- 
duction of the telephone as a substitute for the telegraph; and later the public 
telephone authorities for a time placed obstacles in the way of the development 
of other electrical industries, especially those using high-tension currents, in 
order to protect their own weaker currents. But Dr. Holcombe finds it im- 
possible to determine whether any more satisfactory combination of progress and 
economy would have been received under competition than under government 
monopoly; and he notes that the private telegraph monopoly in the United 
States imposed a heavier burden on the infant telephone industry in this 
country than did any of the government telegraph authorities in Europe. 

From his examination of the later situation, Dr. Holcombe finds that in 
Germany “from the point of view of those who gain a livelihood by employment 
in the telephone business, public ownership has brought .... as yet no im- 
portant change in the relations between master and servant.” In Switzerland 
there has been an official acceptance of the policy that the state should be a 
model employer, and some steps have been taken to carry this into effect. In 
France there was some improvement in the conditions of the telephone em- 
ployees while M. Millerand held the post of Minister of Posts and Telegraphs; 
but since then the government has blindly followed its habitual policy of pro- 
crastination in this as in other matters. 

After due emphasis on the difficulties involved, Dr. Holcombe, in his chap- 
ters on comparative telephone rates and comparative telephone development, 
makes some comparisons between the telephone situation in Germany and the 
United States. In regard to the absolute rates in money he considers that the 
difference in conditions makes any comparison unsatisfactory; but he finds 
room for question in the different relations between the rates for local calls at 
public offices and for long-distance service in the two countries. “The mere 
assertion, taken alone, that the price of a long-distance talk between New York 
and Chicago costs seven times as much as a similar talk in Germany means 
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nothing to a person conversant with the circumstances under which the service 
is rendered in the two countries. But the fact that the ratio between the price 
of such a talk in America and in Germany is more than three times as great 
as that between a local talk in the two countries is one the explanation of which 
would be desirable.” 

In the development of the telephone, relatively to population, telephones 
were (in 1902) four times as numerous in the United States as in Germany. 
But in Germany the development in the large cities and among the commercial 
classes was far in excess of that in the empire as a whole, and not very far 
behind that in America; while in rural districts the German development was 
far behind that in this country. Yet Dr. Holcombe considers that the German 
methods, all things considered, “have accomplished more for the extension of 
the telephone service into the rural districts than would have been possible under 
any system of private competition or purely local initiative”; and he holds that 
“the most important reason why the German rural population possessed fewer 
telephone-exchange facilities in 1902 than did the American was that in Germany 
there was less use for that kind of telephone service in the rural districts.” 

No definite conclusions are presented as to whether European experience 
is favorable or unfavorable to public ownership of telephones in the United 
States. Dr. Holcombe states positively his belief that competition in the tele- 
phone business is a failure; and that as a permanent status it is neither de- 
sirable nor possible. But a private monopolist must be restrained from taking 
an exorbitant return for his services to the community; and, while attention is 
called to the fact that none of the European countries has given a thorough trial 
to a system of private monopoly under public regulation, the difficulty of main- 
taining effective public regulation is also noted. ‘The extent to which the com- 
munities that have taken the direction of their telephone service into their own 
hands have profited by their venture has depended largely upon the skill with 
which they have organized their business administration.” 

All peoples do not possess the same capacity for such business organization ; 
nor could the same people create an equally efficient public business organiza- 
tion in all industries. In fact, the telephone business has offered peculiar ad- 
vantages for the experiment of dispensing with the private business man. The 
result of public ownership is a less rapid introduction of technical improvements 
than under a régime of free competition, but a more economical disposition of 
the public resources. But where the actual alternative to public ownership is a 
regulated private monopoly, there is no greater security for sound industrial 
progress than under public ownership, and it is certain that at least a portion 
of the advantages of industrial progress will be appropriated by the monopolist. 
Under proper industrial conditions, public ownership fulfils more economically 
than any other method of industrial organization the direct purpose of pro- 
duction—that is, the supply of the consumer with the kind and quantity of 
goods he desires. 

No detailed criticism of the work seems necessary. This careful and im- 
partial investigation will form a standard authority for our knowledge of Euro- 
pean telephone conditions; and is an illustration of the kind of studies that are 
needed in regard to other subjects on which much has been written of a very 
different character. Neither the enthusiastic supporter of public ownership nor 
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the pronounced opponent of all extensions of public activity will be altogether 
satisfied. And the general reader may be somewhat disappointed at the lack of 
sweeping generalizations and any effort at literary elegance. But the serious 
student will find here the essential facts, expressed in clear and intelligent lan- 
guage, for gaining definite knowledge on one important problem of public interest. 
Joun A. Farrvie 
UNIVERSITY OF ILLINOIS 


Twentieth-Century Socialism: What It Is; What It Is Not; How It May 
Come. By Epmonp Ketty. New York: Longmans, Green & Co., 1910. 
8vo, pp. xix+446. 

This is a book which in many ways puts socialism in a distinctly new light. 
The personality of the author shines luminously through his pages as that of a 
man of intense human sympathies held well in control by a trained legal intellect, 
and a knowledge of the economic world which in places mounts to the (for most 
of us) unattainable heights of “inside information.” The book (published after 
Mr. Kelly’s death) cannot fail to convince any fair-minded reader, whatever his 
views on socialism, that the author was not only an able but a fair-minded man. 
The author became a socialist very gradually; he is thus able to speak to the 
bourgeoisie with sympathetic understanding of their viewpoint and to the social- 
ists as an advocate of tactical moderation in theory and ideal. He is no revolu- 
tionist. The Marxian theories are scarcely mentioned. Perhaps for these very 
reasons the book will not be accepted by many socialists as an authoritative state- 
ment of the aims of socialism. In fact, the author is curiously moderate in his 
expectations. He draws no idyllic picture of the socialistic state. Apparently 
laborers will be contentious over relative wages then as now. He holds out 
scant hope that the laborer will own a touring car, and he does not expect the 
socialistic régime to run without friction. 

Book I clears away certain significant misconceptions of socialism. It will 
not suppress competition—and in the constructive part of the treatment we are 
surprised to learn how very much competition it will permit to continue. It 
will not destroy the home, nor abolish private property, nor impair liberty. 

Book II is an exposition of the shortcomings of capitalism. They comprise 
overproduction, unemployment, prostitution, the waste of industrial conflict, 
adulteration, waste from high cost of marketing, cross-freights, etc., and the 
tyranny of the trust and the trade union. In short, capitalism is wasteful, dis- 
orderly, and stupid. An exceedingly interesting chapter on money gives, for 
socialism, a new theory of commercial crises, but one which it would take a 
congressional investigation extraordinary to prove. His treatment of the sex 
question is brief and pointed. Problems of sex, as such, socialism does not at- 
tempt to solve. Prostitution, however, is an economic problem. Socialism will 
practically solve it by removing not only the motive to irregularities but the 
sordid motive to marriage as well, so that the whole heredity of man may be 
altered for the better. His view of the situation of the trade unions is inter- 
esting: trade unions are fighting capital (the “trusts”) with its own weapon— 
money—of which labor has little; this is not only wasteful, but it is a losing 
game in the long run. Socialism substitutes votes for money, and the laboring 
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men have the votes. Nevertheless, trade unionism is valuable as a necessary 
preparation and stepping-stone to socialism. 

The criticism of capitalism is unfortunately marred by a number of loose 
statements. For instance, in the discussion of unemployment (p. 73), the New 
York Commissioner of Labor is quoted as giving an average percentage of unem- 
ployment of 16.1 during the prosperous period, 1902 to 1907. Sixteen per cent 
of 7,000,000, the number of factory hands in the United States in 1900 (?), 
is 1,120,000, “and as every factory hand has on an average four persons dependent 
on him, this means a total population of 4,480,000, or roughly, four millions and 
a half permanently in want in the United States owing to this unemployment 
which orthodox economists recognize as a necessary result of the competitive 
system.” Without questioning the figures, it seems plain that not all of these 
millions are either “permanently” or necessarily “in want.” Again, on p. 118 
we are informed that the world can be divided into two sets of people—‘‘a small 
set” that owns the land and controls our industries, and an enormous number 
of people dependent upon the first set. There were 5,737,000 farms in the 
country in 1900, and presumably about that many farm owners. Is that a “small 
set”? Forsooth, the American farmer, numerous and prosperous as he is, is an 
impediment in any two-class idea in this country. Whether in the future he 
will form a sort of little landed aristocracy—conservative, non-progressive, 
allied to the interests of capitalism—time only can tell. 

Book III is the constructive part of the work. It, too, is marred by some 
cases of long-range inference, notably in the calculation of the cost of compe- 
tition (pp. 205 ff.) and in the calculation of the labor-time necessary to secure 
the necessities of existence (pp. 28-31). But it stands, nevertheless, as the most 
real and vital attempt at constructive suggestion that the reviewer has met 
with in socialistic literature. Socialism does not mean state ownership. There 
will be both public and private ownership. Some industries will be “socialized.” 
In such industries capitalistic control and exploitation are simply eliminated. In 
the main the production of the great necessities, of articles especially liable to 
adulteration, and of commodities the production of which is easily monopolized, 
will be undertaken by the public. The state would not own the oil industry, for 
instance. That industry would be run by a guild of workers, with a board of 
directors in which the state would be represented in order to exercise the neces- 
sary control. Private ownership of farm land would continue, but would be 
suppressed in cities. The state is to exact a tax of produce from the farmer, 
although it does not appear exactly why the farmer would rather pay in produce 
than in money. The tax is not to be high enough to deprive him of the socially 
valuable “instinct of ownership.”” Farm colonies of various kinds loom large in 
importance in the solution of certain labor problems—so large that one guesses 
them a bit out of perspective. The value of the entrepreneur function is recog- 
nized. Labor includes all productive labor. Only the idle stockholders are to 
be put down. Among stockholders the sheep are to be separated from the goats; 
those who need remuneration shall be paid for their holdings, when the industry 
is socialized; those who do not need remuneration will receive nothing. This 
is really a reversion to the “reward according to needs” theory, and is the one 
exception to the author’s constant advocacy of reward according to what the 
laborer produces; although he nowhere defines clearly just what is the measure- 
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ment of product. It seems tolerably clear that the scheme of classifying stock- 
holders could not work. 

The book closes with suggestive chapters on the political, scientific, and 
ethical aspects of socialism. In spite of exaggerations and daring jumps of 
logic, and of the fact that the practicability of some of the constructive pro- 
gram is open to serious question, few readers will be able to read through the 
book and come out as strong individualists as they went in. It is a book that 
needs critical reading, but it needs to be read, especially by those who are in 
position to criticize it. 

A. B. Wo Fe 

OBERLIN COLLEGE 


The Social Direction of Human Evolution. By Witt1am E. KELticorrt. 

New York: Appleton, 1911. 8vo, pp. xii+249. $1.50 net. 

Eugenics is just now in the perilous stage of popularization. The half- 
century of public apathy encountered by Galton’s early views on the inheritance 
of ability has been succeeded by a sudden avidity for information concerning 
this new social science and a sudden enthusiasm to apply the science at once 
in the service of social reform. With corresponding suddenness has come an 
inundation of popular articles, and latterly of books, designed to acquaint the 
populace with the exuberant hopes or the limited knowledge which the eugenics 
movement thus far has brought forth. 

The book at present under review is the latest of those which have been 
written to provide a general statement of eugenic principles. The author claims 
for it neither originality nor exhaustiveness. He has merely brought together 
what he believes to be the salient facts, principles, and policies which eugenic 
investigation has determined, and arranged them briefly under three heads: 
I, The Sources and Aims of the Science of Eugenics; II, The Biological Founda- 
tions of Eugenics; and III, Human Heredity and the Eugenic Program. Of these 
divisions the first is of relatively slight importance. Professor Kellicott is a 
biologist. Naturally enough, therefore, the biological aspects of the study reveal 
his best work. 

The treatment of heredity is especially interesting. It is frankly eclectic. 
Continuous variation, normal frequency, and the “actuarial method” of study 
which Galton devised and which Pearson has done so much to develop are con- 
trasted with the principles of heredity as interpreted by the Mendelians. The 
Mendelian formulation, because of its more exact and definite character, is ad- 
judged much the more important. On the other hand, the actuarial method is 
held substantially valid to show statistically the preponderance of effects which 
in their individual detail Mendelian analysis has as yet failed to reveal. By 
this interpretation the author permits himself to utilize conclusions reached by 
investigators of both schools. One may question the scientific adequacy of such 
a reconciliation. But as a popular account of heredity, necessarily very much 
simplified and generalized, Professor Kellicott’s presentation is more than ordi- 
narily successful. In particular it gains lucidity and interest from an abundance 
of genealogical diagrams, which admirably illustrate the persistence of certain 
defects in human families. 
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Other excellences of the book may be selected for mention. The sources from 
which its materials are derived have been well chosen. The result is representa- 
tive of the status and the direction of eugenic study today. Nor have we here a 
mere compilation of unassimilated facts and opinions. Almost always the treatment 
is well considered and well organized. Sometimes it is dull. The discussion of 
variation might prove heavy reading to the layman who could not foresee its rela- 
tion to other topics which follow. On the other hand, the rather forbidding statis- 
tical method of correlation, so conspicuous in recent eugenic work, is made inter- 
esting by the apt example of Heron’s researches into the correlation between the 
London birthrate and conditions of income, overcrowding, pauperism, and disease. 
The menace of such differential increase—the relative infertility of the educated, 
well-to-do, and presumably abler elements in the population—is sanely set forth. 
And when the time comes to discuss the program of practical eugenics, the empha- 
sis is wisely placed on negative aspects of racial improvement—the removal of ob- 
stacles to the increase of superior stocks, and the restriction of increase where 
there is clear evidence of inferiority in the form of hereditary defect. ; 

But eugenics involves, in addition to its biologic facts, a social philosophy 
which Professor Kellicott, like other writers on eugenics, has neglected. What 
is this human improvement toward which we are to work? Can selection suffice 
to make all persons superior, or do we fall into fallacy when we think of securing 
to everyone the advantages now enjoyed by the exceptional individual? Doubt- 
less the race as a whole might benefit by a continued increase of power to con- 
trol and adapt its non-human surroundings. Similarly a general gain in health 
and a reduced prevalence of disease may perhaps be hoped for in so far as health 
is a matter of inherent harmoniousness of physical constitution, and not of the 
circumstances with which the member of a competitive society is forced to con- 
tend. Yet much individual betterment is necessarily procured at the cost of a 
compensating loss of advantage by someone else. The invidious element in our 
social life—the satisfaction of comparative well-being and the tribute to com- 
parative ability—must not be forgotten in plans of reform. The uncritical 
eugenist is pleased to think too solely of quality—too little of equality and in- 
equality. He misses the meaning of Henry George’s somber conviction that the 
naked savage of Tierra del Fuego is more to be envied than the man forced to 
the lowest level in—and by-——the civilization of England. No social reform can 
bring about a general improvement of men’s positions relative to the positions 
of their fellow-men. And though such grim truisms may seem unnecessary in a 
brief treatise on eugenics, they are not irrelevant. It is regrettable that those 
who concern themselves with the mechanism of eugenics should be so little con- 
cerned to investigate the assumptions on which the eugenic ideal rests. 

On the whole, however, this particular work merits real commendation. It 
is simple and sane; without hue and cry of emotionalism, but not without its 
own strong appeal. Beyond much doubt it is the best outline of the subject 
of eugenics which any one book now offers to the intelligent novice. 


James A. Fretp 
Tue University oF Curicaco 
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The Story of Sugar. By Georce THomas Surrace. Illustrated. New York: 

D. Appleton & Co., 1910. 8vo, pp. xiv+238. $1.00. 

The author has presented considerable valuable information, both of a 
technical and historical nature, concerning the sugar industry. After a general 
account of its beginnings there is given the more recent development of the 
industry in the different countries, the sugar-cane and the sugar-beet industries 
being treated separately. A portion of the work is devoted to the different cane 
and beet products, and their importance in the industrial and commercial world. 
This is followed by a historical account of sugar refineries in the United States, 
together with the development of the sugar trust. The conclusion is a discussion 
of the future of the industry. The material has been so presented as to appeal 
primarily to the general reader. It appears to be chiefly based on secondary 
sources and there is little serious attempt at original investigation of either the 
historical significance of the industry or the present-day economic problems 
involved. 


The People’s Progress. By Frank Ireson, B.A. London: John Murray, 

1910. 8vo, pp. vit159. 2s. 6d. 

This volume is intended as a refutation of some socialistic arguments in 
favor of government ownership of capital goods. It consists of two parts. In 
Part I, under the general caption of “The Distribution of Income,” an attempt 
is made to defend the present method of distribution. In Part II, dealing with 
the “Rewards of Capital,” the “labor theory of value” is attacked. The author 
makes extensive but rather uncritical use of tables, diagrams, and statistics 
from various sources in support of his statements. The general conclusion of 
the book is to the effect that socialism is impracticable and, if forced upon 
society, it will prove destructive of society as a whole. 


Industrial Accidents and Their Compensation. By G. L. Campsett, B.S. 
Cambridge: Houghton, Mifflin Co., 1911. 4to, pp. xiit+105. $1.00 net. 
Industrial Accidents and Their Compensation is the seventh of a series 

of Hart, Schaffner & Marx prize essays in economics. After a brief considera- - 

tion of the social cost of industrial accidents, the author reviews the efforts being 
made by various agencies partially to compensate the victims or their dependents 
and to secure an equitable distribution of the resulting charge. An outline of 
the present status of “Employers’ Liability in the United States” is followed by 
a chapter on “Employers’ Liability Insurance,” and leads up to the author's 
conclusions as to needed reforms in the legal liability of employers, and in the 
compensation of the victims of industrial accidents. Mr. Campbell believes that 
the common law of liability is no longer applicable to modern conditions, and 
he classes its doctrines as “archaic legal dogmas.” Although the presentation 
of the subject is limited in scope, the original investigation having largely 
been confined to one locality, and while, on account of its brevity, the treatment 
is necessarily general, yet the book reflects fairly well the modern view of in- 
dustrial accidents as risque professionel, and the belief that compensation for 
such should be counted as part of the necessary cost of production in each 





608 JOURNAL OF POLITICAL ECONOMY 


particular industry. It is believed that the author has realized his hope: “that 
its very brevity will commend this little book to many persons who, lacking the 
time for consulting a large number of public reports and other sources, desire 
a general knowledge of the problem presented.” 


Socialism and Christianity. By P. S. Grant. New York: Brentano’s, 1910. 
8vo, pp. viiit+203. 

This little volume consists of a number of more or less disconnected essays 
upon a few of the popular questions of the day. 

In the first essay, which gives the title to the book, the author criticizes 
socialism on the ground of its being irreligious, grossly materialistic, and alto- 
gether opposed to Christianity. He fails, however, to give the reader any 
adequate definition of socialism or Christianity, which seems to be indispensable 
to validate the argument. In the essay entitled “Divorce and the Family,” fhe 
author ascribes the increasing number of divorces in this country to purely 
economic causes. “Divorce,” he says, “is a noxious growth accompanying the 
social decay which riches induce.” In the discussion, “How to Help the Negro,” 
there are evinced many points of a belated evolutionary doctrine. As for ex- 
ample: “The black race, compared with the white, is biologically inferior” 
(p. 139). “Are the Rich Responsible for New York’s Vice and Crime?” is 
essentially an attempt to fix the responsibility for crime upon riches. Here 
again is an instance in which a social phenomenon is explained solely upon an 
economic basis. “What the Working Men Want,” “Children’s Street Games,” 
“Workingmen and the Church” are some of the other titles in the book. The 
treatment given these subjects is popular and lacks true scientific basis. 


Industrial Accidents and Employers’ Liability in Minnesota. By Don D. 
Lescouter. Part II of the Twelfth Biennial Report of the Bureau of 
Labor, Industries and Commerce of the State of Minnesota, 1909-10. 
St. Paul: W. E. McEwen, Labor Commissioner, 1910. 


This report gives a very comprehensive statement of the situation regarding 
industrial accidents in Minnesota. By means of charts and figures the writer 
shows the number of industrial accidents in all the industries of the state, the 
proportion of the accidents in the different industries of the state, the nature 
and causes of the accidents, the time of day in which the greater number of 
accidents occur, and the age of the individuals injured. The first four chapters 
of the report are a study of the accidents from the point of view of compensa- 
tion. In these chapters the number, nature, and causes of the accidents are 
studied in relation to the rules and the actual workings of the law, which is 
supposed to provide for the compensation of the injured workers. In chaps. 
v-xiv, the point of view is principally that of prevention. Particular industries 
are studied with a view to finding possible means of preventing accidents. 





